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9 March 2015 

Dear Stakeholder 

Official Controls Charges in Approved Meat Premises: Consultation on a 

Proposal for a New Discount System 

This consultation seeks your views on proposals for a new system of discounts on 

charges for meat and animal welfare at slaughter official controls in approved meat 

premises. 

Official controls are carried out by Official Veterinarians and Meat Hygiene 

Inspectors in slaughterhouses, meat cutting premises and game handling 

establishments.  They are a legal requirement under EU law. 

The Food Standards Agency (FSA) is the central competent authority responsible for 

the controls in the UK and charges Food Business Operators (FBOs) for the delivery 

of these controls.  The current system of discounts on FSA charges introduced in 

2009 has inherent problems and is in need of reform. 

At its September 2012 meeting, the FSA Board asked the meat industry to work with 

the FSA to develop a reformed meat charges discount system that promotes 

efficiency, supports improving compliance (within a de-regulatory remit), 

appropriately supports Small and Medium Enterprises (SMEs) and provides a 

balanced discount arrangement that seeks to achieve a more balanced and more 

equitable system.   

Industry representatives from the production and processing sectors were invited to 

form the Steering Group for Meat Charging (“Steering Group”) under an independent 

Chair – Bill Stow.  Fifteen representatives from across these sectors formed this 

group.   

The industry Steering Group has proposed and considered the impact of a number 

of options for changes to the method used to allocate discounts.  The group arrived 

at a broad consensus in July 2014 which was presented to the FSA Board, at its 

September 2014 meeting, by the Chair of the Steering Group.   

The FSA Board agreed to the proposals for a new discount system and approved a 

12 week consultation.



 

 

 

The proposals for consultation are: 

a. the implementation of a new discount system on charges for meat official 
controls; 

b. that discounts should be applied based on usage of FSA staff time with the 
level of discount reducing as more hours are utilised; 

c. there should be a supplementary discount in plants where Plant Inspection 
Assistants carry out official controls; 

d. that stand-alone cutting premises pay the full cost of official controls; 
 

with a view to these arrangements being introduced from the start of 2016/17. 

An estimate of the impact of the discount proposals for your premises will be sent to 

you during week commencing 9 March 2015. 

We are seeking views on options and for the timing of the introduction of the 

changes.  

With effect from 1 April 2015 official controls in Scotland will be delivered by Food 

Standards Scotland (FSS).  FSS has developed its own proposals for charging which 

have been subject to stakeholder consultation.   

The proposals of the Steering Group have been under development since August 

2013.  Throughout the period since then, the proposals, policy creation, economic 

and financial modelling, have been developed on the basis of the UK as a whole.  

Consequently all FBOs in the UK are being consulted.  The FSA is working on the 

assumption that FSS will introduce its own proposals in Scotland with effect from 1 

April 2015.  The relevant aspects of the responses to this consultation will be passed 

to FSS for consideration.  The discount reform changes subject to this consultation, 

which are proposed for implementation from 28 March 2016, would only apply to 

England, Wales and Northern Ireland.  A separate simultaneous consultation is 

being held in Northern Ireland. 

We look forward to your comments which may be made by completing the feedback 

at https://www.surveymonkey.com/s/meat-controls, by completing the hard copy of 

the feedback form, by email to discount.consultation@foodstandards.gsi.gov.uk or 

by writing to the consultation address.  All responses to the consultation need to be 

received by 31 May 2015. 

Yours sincerely 

 

Richard Collier 
Head of Finance - Charging 

 

https://www.surveymonkey.com/s/meat-controls
mailto:discount.consultation@foodstandards.gsi.gov.uk
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If you would prefer to receive future FSA consultations by e-mail, 
or if you no longer wish to receive information on this subject please 

notify the named person in this consultation. 
 

 

 

 

FOOD STANDARDS AGENCY CONSULTATION 
Official Controls Charges in Meat Premises: A Proposal for a New 

Discount System 
CONSULTATION SUMMARY PAGE 

 

Date consultation launched: Closing date for responses: 

9 March 2015 31 May 2015 
 

Who will this consultation be of most interest to? 

The operators of approved slaughterhouses, cutting plants, games handling 
establishments, on farm slaughter facilities, the industry organisations that represent 
their interests, their suppliers, customers and other interested parties. 

  

What is the subject of this consultation? 

Proposed changes to the discounts applied to official controls charges and welfare at 
slaughter official controls currently carried out in Great Britain by the Food Standards 
Agency, and in Northern Ireland by the Department of Agriculture and Rural 
Development Veterinary Public Health Unit on behalf of the Food Standards Agency, to 
apply from 28 March 2016 in England and Wales. A separate consultation on the 
proposed changes is being launched in parallel by FSA in Northern Ireland. With effect 
from 1 April 2015 official controls in Scotland will be delivered by Food Standards 
Scotland (FSS) and after this date FSS will be responsible for charging.   

 
 

What is the purpose of this consultation? 

To seek stakeholders’ views on proposed changes to the method of applying a discount 
to full cost charges for meat hygiene and welfare at slaughter official controls, subject to 
the EU minimum requirements, as proposed to the Food Standards Agency Board by the 
Steering Group for Meat Charges. 

 

Responses to this consultation should be sent to: 

Terina Hurley 

Finance Charging 

FOOD STANDARDS AGENCY 

Tel:  01904 232151    

Fax: 01904 455516 

Room 109 

Foss House, Peasholme Green 

York, YO1 7PR 

Email:discount.consultation@foodstandards.gsi.gov.uk   

 

Is an Impact Assessment included 
with this consultation?  

Yes  No  See Annex A for reason. 

http://www.food.gov.uk/ratings
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DETAIL OF CONSULTATION 
 

 
Summary 
 

1. At its September 2012 meeting the Food Standards Agency (FSA) Board asked the 
meat industry to work with the FSA to develop a meat industry discount system that 
promotes efficiency, supports improving compliance (within a de-regulatory remit), 
appropriately supports Small and Medium Enterprises (SMEs) and provides a 
balanced discount arrangement that seeks to achieve a more balanced and more 
equitable system. 

 
2. Industry representatives from the production and processing sectors were invited to 

set up the Steering Group for Meat Charging (“Steering Group”) under an 
independent Chair – Bill Stow1. The Steering Group consists of fifteen 
representatives from across the production and processing sectors, the independent 
Chair and a FSA Board member.   

 

3. The Steering Group has proposed and considered the impact of a number of options 
for changes to the method used to allocate discounts, arriving at a broad consensus 
in July 2014 which was presented to the FSA Board, at its September 2014 meeting, 
by the Chair of the Steering Group.   

 

4. The FSA Board accepted the proposals for the discount changes and asked FSA to 
launch a 12 week consultation based on the agreed proposals. This is the 
consultation to cover these proposals. 

 

5. The agreed proposals for the consultation were: 
 

a. the implementation of a new discount system on charges for official controls; 
b. that discounts should be applied based on usage of FSA staff time with the level of 

discount reducing as more hours are utilised; 
c. that there should be a supplementary discount for slaughterhouses employing Plant 

Inspection Assistants to carry out official controls; 
d. that discounts should not be applied to cutting premises; 

 
with a view to these arrangements being introduced from the start of 2016/17. 

 

Introduction 
 

6. EU legislation requires meat official controls to be delivered in all approved meat 
establishments; their aim is to protect public health, animal health and animal 
welfare. The Food Standards Agency (FSA) is the central competent authority in the 
UK in relation to meat hygiene. In England, Scotland and Wales the official controls 
are currently delivered directly by the FSA.  In Northern Ireland the controls are 
delivered by the Department of Agriculture and Rural Development through a Service 
Level Agreement with the FSA in Northern Ireland.  This consultation relates to 
establishments in England, Scotland and Wales.  A simultaneous consultation is 
being held in Northern Ireland.  

  

 
1
 Bill Stow is the Chair of Sustrans, which is a leading UK charity for sustainable transport, and was formerly a 

Board member of the Department for Environment, Food and Rural Affairs and its Director General for Strategy, 
Evidence and Finance. 
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7. With effect from 1 April 2015 official controls in Scotland will be delivered by Food 

Standards Scotland (FSS).  FSS has developed its own proposals for charging which 
have been subject to stakeholder consultation.  The proposals of the Steering Group 
on Meat Charging have been under development since August 2013.  Throughout 
the period since then the proposals, policy creation, economic and financial 
modelling, have been developed on the basis of the UK as a whole.  Consequently 
the data in this consultation covers the whole of GB.  The FSA is working on the 
assumption that FSS will introduce its own proposals in Scotland with effect from 1 
April 2015.  The relevant aspects of the responses to this consultation will be passed 
to FSS for consideration.  The discount reform changes subject to this consultation 
which are proposed for implementation from 28 March 2016 would only apply to 
England, Wales and Northern Ireland. 

 
8. Official controls are not unique to the meat industry.  Official controls are carried out 

in a wide range of premises and embrace a variety of functions, including 
inspections, approvals and certification.  For example, the FSA is also directly 
responsible for the official controls in relation to shellfish, wine and dairy. The local 
authority inspections of food and feed premises are official controls. However, in 
these other examples the cost of delivering controls is not directly charged for. Meat 
official controls are different because in addition to auditing the operators’ controls 
they require the presence of Official Veterinarians (OVs) and Meat Hygiene 
Inspectors (MHIs) to carry out ante and post-mortem inspection, and the verification 
of animal welfare controls at slaughterhouses.  Charges for meat official controls are 
required under European legislation, Regulation (EC) 882/2004.  This legislation is 
implemented in the four countries of the UK by separate charges regulations2. 

 

9. At its meeting in September 2012 the FSA Board asked the meat industry to work 
collaboratively with the FSA to develop a reformed meat industry discount system 
that prevents inefficiency, supports improving compliance (within a de-regulatory 
remit); appropriately supports Small and Medium Enterprises (SMEs) and provides a 
more balanced discount arrangement that removes distortions in the market and 
avoids anti-competitiveness.   

 
10. A steering group of meat industry representatives was set up under the independent 

chairmanship of Bill Stow.  Members of the Steering Group on Meat Charging 
included representation from meat producers and meat processors. 

 

11. This group has met ten times to discuss and debate various options. Bill Stow 
presented the consensus reached by the group in a paper to the September 2014 
FSA Board meeting, recommending the Board: 

 

a. Agree the implementation of a new discount system on charges for official controls. 
b. Agree that discounts should be applied based on usage of FSA staff time with the 

level of discount reducing as more hours are utilised. 
c. Agree that there should be a supplementary discount for slaughterhouses employing 

Plant Inspection Assistants to carry out official controls. 
d. Agree that any savings arising from an increased take up of PIA systems should be 

used to reduce the net cost of operations on meat official controls. 
e. Agree that discounts should not be given for any charges to cutting premises. 

 
2
 The Meat (Official Controls Charges) (England) Regulations 2009, The Meat (Official Controls Charges) 

(Wales) Regulations 2009, The Meat (Official Controls Charge) (Scotland) Regulations 2009, The Meat (Official 
Controls Charges) Regulations (Northern Ireland) 2009 
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f. Approve the commencement of the consultation process on new discount 
arrangements with a view to these arrangements being introduced from the start of 
2016/17. 

g. Agree to the setting up of a group to review the wider issues, including full cost 
recovery, alternative delivery models and the treatment of indirect costs in the 
charges calculation. 

 

 

12. The FSA Board accepted the recommendations of the Steering Group except for items d 
and g.  On these they gave:  

 
a. Agreement as to the spirit of savings, should they occur, reducing the costs for 

onwards charging but the detail would need to be considered and confirmed. 
b. Agreement on a desire to build on the collaborative style of working with industry; but 

the need for a pause before moving on to the next phase. The Board agreed to 
regularly review when to start the next phase to reassure stakeholders that the Board 
was still engaged with the issue. 

 
13. This consultation therefore covers the accepted recommendations of the Steering Group 

and the detailed changes discussed in further meetings of this group. 
 

History 
 

14. The charging system in place in the UK from 2001 to 2009 was based on a 
comparison between the species rates, based on the EU minima rates for each 
animal slaughtered, and the time charges for delivering official controls. FBOs paid 
either the charge based on the species rates, or the time charges for the OVs and 
MHIs, whichever was lower. The industry time charge rates were set below full costs 
from 1999/2000 until 28 September 2009. This system, known as the Maclean 
formula, was introduced in order to protect abattoirs from the sharp increase in costs 
which arose from 1997 onwards. Cost increases were due to increases in veterinary 
supervision levels required to achieve full time veterinary supervision in most 
establishments under EU legislation, as well as increases in charge rates. 

 

15. The current system of discounts on meat official control charges to Food Business 
Operators (FBOs) was introduced in 2009 when time-based charging was adopted, 
and is based on the historic throughput data from 2008/09, the last year the FSA 
charged on the basis of the Maclean system.  The current discount system is widely 
considered to be not fit for purpose because it potentially distorts competition by 
charging very different amounts to similar sized establishments, and because it 
provides very little incentive to use inspection resources more efficiently – as pointed 
out by the National Audit Office (NAO) in their 2013 report on efficiency in meat 
inspection3.  Under the current discount system, charges invoiced for FSA staff can 
vary from a few pence per hour to the full cost.  The current discount system also 
lacks transparency and is difficult to explain to FBOs. 

 

16. The FSA Board considered the strategy for meat charging at the September 2012 
meeting.  The Board agreed that: 

 

 The FSA’s priority in relation to charging policy is to protect the interests of 
consumers. 

 
3
 Available at http://www.nao.org.uk/wp-content/uploads/2013/07/NAO-Efficiency-Review-Food-Standards-

Agency-for-NAO-website-inc-copyright.pdf 

http://www.nao.org.uk/wp-content/uploads/2013/07/NAO-Efficiency-Review-Food-Standards-Agency-for-NAO-website-inc-copyright.pdf
http://www.nao.org.uk/wp-content/uploads/2013/07/NAO-Efficiency-Review-Food-Standards-Agency-for-NAO-website-inc-copyright.pdf
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 The FSA should pursue a more collaborative approach with stakeholders interested in 
these issues, working in partnership to deliver shared outcomes. 

 Priority should be given to building a more consensual approach to progressing three 
issues:  
 A review of the current discount system making recommendations on how to 

reform the system to address anomalies. 
 Joint working to identify further ways to reduce costs while continuing to deliver 

effective consumer protection, building on the outcomes of an efficiency review. 
 Exploring with stakeholders the options for alternative delivery models, including 

through the use of a control body. 

 An external efficiency review of the delivery of UK meat official controls and support 
functions should be carried out. 

 Discussions should continue with other Government departments on their appetite for 
taking on responsibility for allocating any ongoing subsidy. 

 
 
17. A group of industry representatives was tasked with finding consensus in partnership 

between FSA and industry on a revised system of discounting for official controls 
charges, to be applied consistently across all four UK countries.  The principal aims 
of a revised system should be to encourage more effective use of FSA and FBOs’ 
resources, maintain current levels of compliance, appropriately support SMEs, and 
provide a more balanced discount arrangement that removes distortions in the 
market and avoids anti-competitiveness.  

 

18. For 2013/14 the FSA estimated the cost of UK industry official controls to be just over 
£57 million, with income of approximately £32 million and discounts of about £25 
million.  The Steering Group was therefore advised that £25 million was available as 
the ‘discount pot’ for redistribution under any reformed system for the UK. 
Establishments in GB have a total of just under £23m for distribution. 

 

19. The Steering Group has met ten times and a technical sub-group three times. Five 
meetings with a smaller sub-group also took place to discuss discount proposals for 
poultry slaughterhouses using a PIA system and separate meetings have been held 
with specific industry body members to brief them on the discussions.  In addition, in 
the initial stages of the project the Steering Group Chair held bilateral meetings with 
all the main stakeholders.  

 

20. The Group identified a number of potential options for reform of the discount system 
and evaluated them against a series of criteria relating to fairness, impact, efficiency, 
administrative complexity and legality, particularly under EU law. The Steering Group 
identified a preferred proposal for redistributing the discount. The minutes of these 
meetings can be found at http://www.food.gov.uk/business-
industry/committees/steering-group-on-meat-charging 

 

21. Since the Board discussion the Steering Group have continued to meet to discuss 
and resolve lower level details of the proposals and to reach a consensus on the 
questions to be included in the consultation. 

 
Proposals 
 
Option 1 – Do Nothing 
 

22. This would leave in place the current inconsistent and inequitable discounts. The 
current discount system is widely considered to be not fit for purpose because it 
potentially distorts competition by charging very different amounts to similar sized 

http://www.food.gov.uk/business-industry/committees/steering-group-on-meat-charging
http://www.food.gov.uk/business-industry/committees/steering-group-on-meat-charging
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establishments, and because in many cases it provides very little incentive to use 
inspection resources more efficiently 

 

Option 2 – Sector Bands 
 

23. The Steering Group’s preferred proposal for redistributing the discount was on the 
basis of sector bands.  Discounts would be based on usage of hours of FSA staff 
time with sector bands of discounts which reduce as more hours are used.  This 
would operate in a similar way to income tax with marginal hours discounted at the 
lower discount rate so that hours already discounted at the higher rate retain the 
higher level of discount.  Different industry sectors (red meat, poultry meat and 
game) would have their own bands. 

 
24. The Steering Group identified a preferred proposal for redistributing the discount. The 

essential elements are: 
 

 

 A number of discount bands based on usage of FSA resources and operating in 
the same way as a progressive income tax. 

 

 The level of discount reduces with each band as more hours of FSA resource are 
used. 

 

 FBOs benefit from the hours available in each discount band until those hours are 
used. 

 

 Competitors comparable in type and volume of throughput should require similar 
levels of official controls and under the proposed system would have similar levels 
of discount. This is not consistently the case under the current system. 

 

 Under the proposal all FBOs receive discounted hours, subject to compliance with 
EU minimum charging legislation. The FSA bears a portion of the cost of 
inspections and so there is an incentive for both the FSA and FBOs to make 
efficient use of resources. 

 

 The use of graduated bandings, with only the marginal hours charged at a lower 
discount rate avoids a “cliff-edge” effect and ensures close competitors are treated 
equitably. 

 

 Premises operating Plant Inspection Assistant (PIA) systems would receive a 
supplementary discount. 

 

 The majority of cutting premises currently receive no discount; under the proposal, 
discounts would cease for all cutting premises. 
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Option 3 – Unified Bands 
 

25. This option would be the same as Option 2 but instead of each industry sector having 
its own set of bands there would be one unified set of bands for all industry sectors.  
This was not the preferred option of the industry Steering Group because it would 
redistribute a greater proportion of the available money for discounts to the red meat 
sector and disadvantage smaller FBOs. 

 
ANALYSIS - WINNERS AND LOSERS FOR PREFERRED OPTION 
 

26. From the outset, the Steering Group recognised that changes to the current discount 
system would inevitably result in winners and losers.  The current system results in similar 
sized premises receiving discounts of widely varying percentages.  The fact that the current 
arrangements are flawed does not make change any more palatable to those who will lose 
under the proposals in this consultation.  Any proposal that addresses the current 
inequalities would result in some FBOs losing out.  However, the Steering Group concluded 
that doing nothing is not a viable option. 

 
All the following analysis in this section and the Impact Assessment section is 
based on 2013/14 data.  The chart below provides an analysis of the winners 
and losers under the system of discount reform proposed in this consultation.  

 
 

 

 
27. This chart shows winners and losers in absolute terms for slaughterhouses and game 

handling establishments.  The reality will be that for many FBOs, the change will be very 
marginal, with either very small increases or decreases in charges under the proposed 
reformed system.  The charts below show the number of winners and losers when a 
sensitivity test is applied at two rates.  The first chart shows the number of winners and 
losers when winners are defined as those FBOs whose discount increases by 1% or more, 
losers those whose discounts decrease by 1% or more and no change whose discounts 
change by less than 1%.  The second chart applies the same sensitivity test at 5%. 

 

 
 
 

 
 
 
 

7 

24 

149 

35 

39 

9 

97 

20 

0 

4 

14 

1 

0 50 100 150 200 250 300

Poultry slaughter (Non-PIA)

Poultry slaughter  (PIA)

Red slaughter

Game handling

Impact in Absolute Terms 

Winners

Lossers

No Change



 

9 

 

 
 

 
 

28. Under the preferred proposal cutting premises sites would no longer receive a discount.  
The total charges to cutting premises in 2013 were £536k with a discount of £74k.  Only 295 
out of the 903 approved sites received a discount. 

   
29. The following table shows the absolute value of the change in total discounts received by 

each sector under the proposal. 
 

Sector Value of Change in 
Total Discount 

(£,000) 

PSL -£849 

PSL PIA £238 

RSL £1,642 

GHE -£37 

CUT -£74 

TOTAL £920 

 

30. The overall impact of the distribution of the discount available under this proposal, against 
2013/14 data, is to provide just under £1m further support.  However total discounts 
received by approved premises has fluctuated year on year. 
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PROPOSALS FOR SLAUGHTERHOUSES, GAME HANDLING ESTABLISHMENTS AND 
ON FARM SLAUGHTERING FACILITIES 

 
Setting of Bands 
 

31. The Steering Group’s preferred proposal for redistributing the discount was on the basis of 
sector bands.  Discounts would be based on usage of hours of FSA staff time with sector 
bands of discounts which reduce as more hours are used.  This would operate in a similar 
way to income tax with marginal hours discounted at the lower discount rate so that hours 
already discounted at the higher rate retain the higher level of discount.  Different industry 
sectors (red meat, poultry meat and game) would have their own bands.  This option was 
the preferred option of the industry Steering Group that has taken forward proposals for 
discount reform because it would provide a more balanced and equitable system. See 
diagram below for example illustration of the system4. 

 

  

 
Q1:  The proposal is that discount rates should be applied under a system 

comparable to a progressive income tax. Discounts received by 
establishments are applied in six bands, with the discount rate received 
decreasing as the use of FSA inspection hours increases. Do you agree 
with this approach?  

 
 

 

 
32. In each industry sector, the thresholds for the discount bands would be set so that the 

smallest 10% of establishments (as measured by their use of inspector hours) would 
receive the highest marginal discount rate, and the largest 10% of establishments would 
receive the lowest marginal discount rate. Each of the bandings in between would contain 
20% of the establishments in each sector.  The actual discount applied will be subject to the 
requirement to comply with EU minimum charging provisions. 

 
33. Indicative rounded discount bands are shown in Table 1 below with separate bandings for 

the game, poultry and red meat sectors.   
  

 
4
 Note: the discount rates given for each band in the illustrated example do not reflect what actual discount rates 

would be in the proposal; these are simply illustrative examples to demonstrate how the banding system works.  
The discount bands and rates would be calculated and released prior to the new financial year. All charging is 
subject to EU minimum charging compliance.  
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Discount 
Band  

Game Handling 
(hours)  

Poultry Slaughter 
(hours)  

Red Meat 
Slaughter 
(hours)  

Discount 
Rate  

1 Less than 7  Less than 267  Less than 108  90%  

2 7 - 18  267 - 889  108 - 634 80%  

3 18 - 54  889 – 2,679  634 – 2,092  70%  

4 54 - 111  2,679 – 7,150  2,092 – 5,788 61%  

5 111 - 553  7,150 – 21,944  5,788 – 13,902  51%  

6 More than 553  More than 21,944  More than 13,902  41%  

 

Table 1 – Indicative discount band rates by sector based on FSA resources used 
 

 
 

 

Q2: It is proposed that the FSA introduces separate sector specific discount 
bands for red meat slaughter and on farm slaughter facilities; poultry 
slaughter; and game handling establishments. Do you agree?  

 

 
Application of Bands 

 
34. Discount bands are proposed to be applied progressively. We would like your 

feedback on how this is applied in practice throughout the year for all establishments. 
 
35. Option 1 is to allocate one twelfth of each band to each charge period (i.e. an equal 

monthly distribution) with no carryover of unused hours.  This is a similar system to 
that used by some mobile phone companies.  For each charge period a twelfth of 
each of the bands is made available for hours to be applied against.  As each band is 
used in the period the discount decreases. Any unused hours, in any of the discount 
bands, is not carried forward to the following charge periods. 

 

36. This option would result in seasonal establishments receiving discounts for the 
months of production but not against their closed periods i.e. if they are open for five 
charge periods during the year they would receive five twelfths of each of the total 
hours in each discount band in line with the number of periods of production. 
Providing an establishment received official controls in a charge period, regardless of 
the number of hours, the full discount band allocation would be made available for 
the month. 

 

37. The option is administratively simpler than Option 2 and it would be less expensive to 
develop and deliver an IT system to calculate charges. 

 

38. Option 2 is to allocate one twelfth of each band to the charge period cumulatively i.e. 
period one has one twelfth of each band available, period two has two twelfths of 
each band available, period three would have three twelfths, etc. to be used against 
the hours from the start of the financial year.  This option is in line with the practices 
of HMRC for Income Taxation. 
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39. This option would result in seasonal establishments receiving the maximum discount 

available for their premises regardless of how many charge periods they have 
production for.  

 

40. However this option is more complicated to administer and build into an IT system to 
deliver charging than Option 1. 

 

41. Once the consultation is complete the system applied will cover all establishments 
regardless of duration of operation. 

 

 

 

Q3: Which option do you prefer for the apportionment of discount bands 
during the year?  

 Option 1: one twelfth of each band made available each charge period 
with no carry forward; or  

 Option 2: a cumulative allocation of hours in each band to be applied 
against the cumulative hours for the financial year? Unused hours' 
bands are carried forward to the next charge period until the end of the 
FSA financial year.  

 

 
42. The handling of positive and negative hours adjustments was discussed with the 

Steering Group on Meat Charging. It is proposed that any adjustment required to 
credit a previous charge will be credited at the discount rate applied to the original 
charge.  Where the adjustment requires an additional charge it will be discounted at 
the rate that will be applied to charges in the month the transaction is applied. 
 

 

Q4: It is proposed that any credit adjustments to hours previously invoiced 
will be discounted at the rate that applied to the original charge.  Any 
hours adjustments requiring an additional charge, for a prior period, will 
be discounted at the rate applicable to the month the transaction is 
processed.  Do you agree?  

 

 
Hierarchy of Hours 

 
43. The Steering Group on Meat Charging considered that in principle OV hours should 

be discounted before MHI hours, so allowing the maximum discount on the hours 
that all establishments incur because not all premises have MHI attendance. 

 
44. With this concept in mind it is proposed that the hierarchy of hours for the application 

of discount is OV single time, OV time and a half, OV double time, MHI single time, 
MHI time and a half and finally MHI double time. 

 
45. Nearly every establishment has official controls carried out by OVs at single time at 

some point in a charge period. A very small number of establishments may incur OV 
overtime and most of that overtime will be at time and a half.  Establishments with 
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MHI staffing will incur most of their official control time at single time with some 
incurring time and a half overtime and a small number incur overtime at double time. 
This process is summarised in the graphic below. 

 

*Overtime charges for OVs in GB can only apply to those OVs who are directly 
employed by the FSA. 
**Where applicable for the PIA extra discount. 

.  

 
Q5:  The proposed order in which hours will be applied against the discount 

is shown above.  Do you agree? 
 

 

 
Setting and Review of Bands 
 

46. Discount bands will be set at the start of each FSA financial year using data from the 
12 month period November to October of the previous year, e.g. November 2014 to 
October 2015 for the 2016/17 discounts, and notified to FBOs.  It is envisaged that 
these will not be changed during the year unless the hourly charge rates are 
amended.  Should the hourly charge rates be amended during the year the discount 
bands will be reviewed to ensure that the pot available for discounts is utilised. 

 
47. The Steering Group has been working with the following figures as the basis for its work 

with a discount pot of £25.1m for the UK for reallocation which is broken down in the table 
below.  This was the forecast for the 2013/14 full year when the Steering Group started its 
meetings in August 2013. Should the charges to industry change significantly then the 
amount available for discount may be reassessed. 

 

£m GB Northern Ireland UK 

Cost 51.0 6.2 57.2 

Income (28.3) (3.8) (32.1) 

Discount 22.7 2.4 25.1 

 
 

 
 

 
Q6: It is proposed that the discount bands will be set for 2016/17 and 

notified to FBOs before the start of the financial year.  The discount 
bands will then be reassessed annually (to ensure as far as possible 
that the available discount pot is distributed to industry), or if there is a 
change to the hourly rate charges, whichever is the sooner, and advised 
to FBOs before implementation. Do you agree?  

 
 

Stage of discount 

OV 

single 

time 

OV 

time & 

a half* 

OV 

double 

time*  

MHI 

single 

time 

 

MHI 

time & 

a half 

 

MHI 

double 

time 

 

PIA 

time**

* 

1 2 3 4 5 6 7 
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PROPOSAL FOR CUTTING PREMISES 
 

48. The cutting sector is very different to the slaughtering sector of the industry with FSA 
presence being limited to periodic risk based audit and unannounced inspections.  This 
difference, led industry Steering Group members to propose that the cutting sector should 
be treated differently to the slaughtering sector under the proposed new discount 
arrangements and that there should be no discounts, with charges invoiced at full cost. 

 
49. The absence of full time presence, which applies in most slaughterhouses, results in 

charges to cutting premises which are much lower than in slaughterhouses.  In 2013/14 
FSA charges to the 903 cutting plants in GB totalled £0.5m, whereas charges to the 423 
slaughtering premises totalled £30.8m.  For the same year 5% of slaughterhouses were 
charged full cost compared with 67% of cutting premises.  The combination of these factors 
and in particular the risk based nature of the controls, resulted in the Steering Group’s 
conclusion that discounts should not be provided to cutting premises. The details of the 
impact of this decision can be found in the impact assessment. 

 

 

 

Q7: It is proposed that official controls at cutting premises should be 
charged on a full cost basis.  This would mean cutting premises would 
cease to receive a discount from 28 March 2016. Do you agree? 

 
 

EU MINIMUM COMPLIANCE 
 
 
50. Under the proposed new discount arrangements, there would remain a legal requirement to 

comply with EU minimum charging provisions.  An EU minimum charge is set at a level for 
each type of animal.  These arrangements are currently under review by the EU but these 
amendments are however unlikely to come into force within the next four years.  The 
current Regulation (EC) 882/2004 sets out requirements for minimum charging for official 
controls on the basis of specific charges per carcase for each species type.  Under 882, 
Member States cannot charge more than the full cost of official controls.  If time based 
charges, invoiced in full with no discount, fall below the EU minimum the FBO will not be 
required to pay any more.  If discounted charges fall below the minimum, the FSA issues 
supplementary invoices to bring the level of charge up to the EU minimum or the full cost, 
whichever is the lower.  Currently supplementary invoices are issued periodically during the 
financial year after quarters two, three and four5. 

 
51. Under the proposed discount and charging arrangements it is envisaged that the charging 

for any shortfall on the EU minimum would continue subject to any settlement of the 
underlying issues being considered with industry.  

 
Proposal for Timing of EU Minimum Compliance 

 
52. Exchange rates are collected for each day of the charge period and applied to the EU 

minimum calculation for the throughput in that period, it therefore seems sensible to move 
 
5
 The FSA’s invoices for the shortfall on EU minimum charging have been subject to challenge with judicial 

reviews for the 2010/11 and 2011/12 shortfalls.  The High Court found the 2011/12 charges to be illegal and 
FSA withdrew its appeal on agreement that industry would pay half the amounts due.  Discussions are ongoing 
with industry representatives and their solicitors in respect of those charges and shortfall charges for 
subsequent years. 
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to calculate and apply the EU minimum compliance factors to the monthly invoices.  This 
will allow FBOs to receive invoicing compliant to the EU minimum requirements over a 12 
month period linking the monthly charge to the use of FSA resources and throughput 
processed more accurately. The benefit for FBOs will be that there will not be any additional 
invoices raised for the specific EU minimum compliance, some of which have been large 
amounts due to production changes within the establishment.  All invoices will be a closer 
match to the actual production of the establishment. 

 
 

 

Q8:   It is proposed to apply the EU minimum charging compliance 
requirement by incorporating this calculation in the monthly invoice. Do 
you agree?  

 
 

 
PROPOSED IMPLEMENTATION DATE  
 

53. The proposed implementation date for the discount proposal is the April 2016 charge 
period.  This will allow FBOs time to assess the impact of the proposals and engage with 
the FSA to explore ways of mitigating any adverse impact.  For example, it may be possible 
for FBOs to reduce OV attendance by revising ante mortem arrangements or by expanding 
lairage facilities.  The statement of resources (SOR) specifies the FSA resources that will be 
deployed at approved premises to deliver official controls. FBOs should keep the SOR 
under review and work with the FSA to ensure that the optimal level of resources is agreed. 
The SOR is a key tool to ensure that official controls are being delivered as efficiently as 
possible. 

 

 

Q9:  The proposed implementation date for the change to the discount 
system is 28 March 2016; do you agree that this implementation date 
allows FBOs sufficient time to work with the FSA (e.g. by contacting 
local FSA management to discuss the changes and Statement of 
Resources review meetings) to adjust to the new arrangements in the 
most efficient way possible?  

 

 
54. To calculate the discount bands data, a 12 month period is required.  It is proposed that the 

data used for the first year is that held in the FSA’s systems relating to November 2014 to 
October 2015.  Thereafter, data will be taken from the same time periods (November to 
October) to reassess the discount bands. 

 

 

Q10: It is proposed that discount bands should be set every year using data 
for the 12 month period between November and October?  For example, 
for the 2016/17 financial year discount bands would be set using data 
for the period November 2014 to October 2015. Do you agree? 
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CHARGEABLE ALLOWANCES 
 

55. Due to the operating practices of some FBOs, FSA staff are paid allowances, e.g. 
shift allowances. Currently these allowances are charged to the FBOs incurring the 
activity for which the allowance is paid at the actual cost to the FSA, i.e. gross salary 
costs (amount, employers’ NI & employers’ pension contribution).  This system is 
administratively burdensome and FBOs are unsure as to the cost to be applied to 
their invoice. The cost of each specific claim by specific members of staff must be 
calculated and applied to the charges. 

 
56. The Steering Group decided that under the discount proposals a system of standard 

rates for such allowances should be applied to the charges of FBOs.  This rate for 
each allowance would be calculated annually in advance of the start of the financial 
year based on the budgeted costs.  Therefore, the charge would be an average cost 
in the same way that FSA hourly charge rates are an average. This will reduce the 
administrative burden and costs. 

 

57. FBOs incurring such charges would be fully aware of the costs they would incur for 
activities and be able to plan for any such charges as well as the reduction in the in-
year administration on such charges.  It is proposed to move to a standard charge for 
allowances from the financial year 2016/17. 

 

58. As these allowances are not an hourly charge, the Steering Group proposed that a 
set discount will be applied to these charges, subject to EU minimum compliance. It 
is suggested that the discount applied to chargeable allowances is set at 50%. 

 

 

Q11: It is proposed to move from person specific chargeable allowances to a 
standard charge for chargeable allowances (e.g. shift allowance) from 
2016/17.  Do you agree?  

Q12: It is proposed that such chargeable allowances, when incurred, are 
discounted at 50%, subject to EU minimum compliance. Do you agree? 

 
 

 
 
NEW FOOD BUSINESS OPERATORS 
 

59. During any year a number of establishments may start up from new or change of 
ownership.  Currently the FSA only calculates a new discount rate if the plant is a 
totally new premises. FBOs taking over running establishments receive the same 
discount as the previous owner until reviewed in the annual process. 

 
60. After the implementation of the new discount system it is proposed that if ownership 

of an establishment is changed during the year and the approval number remains 
allocated to the establishment, the existing discount banding would be applied i.e. 
discounts already used against hours incurred by the previous management of the 
establishment as if there had been no change of ownership. If, however, the 
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circumstances of the change result in a new approval number being issued6 then the 
discount process will start afresh, i.e. as though a new establishment has come-on-
line, from the date of the approval being issued. 

 

 
Q13: It is proposed that for any change of ownership, where the approval 

number is unchanged, the establishment will continue using the 
remaining discount allocation for the remainder of the financial year.  
However, where a new approval number is issued the discount process 
will be reset Do you agree?  

 
 

PLANT INSPECTION ASSISTANTS 
 

61. Plant Inspection Assistants (PIAs) are FBO employees who are authorised to carry 
out certain official controls under the supervision of the FSA OV in poultry and rabbit 
slaughterhouses.  PIA systems encourage greater operator responsibility and there is 
the potential for cost saving for the FSA.  At present 37 of the 87 UK poultry 
slaughterhouses operate PIA systems. 

 
62. The system of discounts introduced in 2009 introduced much greater recognition of 

the costs borne by FBOs employing PIAs than did the Maclean system.  The costs 
associated with PIAs for the time that they spend carrying out official controls, plus a 
supplementary amount of 25% that the FSA adds for FBO overheads, are used to 
calculate a second stage discount for premises with PIAs.  

 

 
Q16: If you are an FBO of a poultry or rabbit slaughterhouse that does not 

have a PIA system in operation would you be interested in taking up 
this option?  

 

 
 

63. The detailed analysis which has been carried out for the Steering Group by the FSA’s 
Analytics Division has shown that the poultry sector benefited more than the red 
meat sector under the charging and discount arrangements introduced in 2009.  As a 
consequence of this, the proposal for discount reform results in proportionately more 
poultry premises losing compared with red meat premises.  This is addressed further 
in the Impact Assessment.  The fact that PIAs are specific to the poultry sector 
(including rabbits) offers a means of addressing the impact on this sector, potentially 
without disadvantaging the red meat sector, through additional discounting 
arrangements. 

 

64. Industry stakeholders who are members of the Steering Group have indicated that for 
any proposals for discount reform to be acceptable a prerequisite would be an 
additional provision for premises operating PIA systems.  Consequently the following 
arrangements have been developed by poultry representatives on the Steering 
Group. 

 
  

 
6
 See the Operational Policy for Approvals Undertaken by the FSA, Annex G for the circumstances when a new 

approval is required or when an approval can be retained on change of FBO 
http://www.food.gov.uk/sites/default/files/multimedia/pdfs/oppolicy-meatestablishments.pdf 
 

http://www.food.gov.uk/sites/default/files/multimedia/pdfs/oppolicy-meatestablishments.pdf


 

18 

FBOs Moving to a New PIA System Through Transfer of FSA staff 
  
65. A subgroup of the main Steering Group, comprising poultry sector representatives, 

has developed a proposed mechanism of PIA support.  This is outlined in Table 3 
and the following paragraphs.  This first scenario is based on a slaughterhouse 
currently operating with FSA employed MHIs and assumes that if the FBO decided to 
operate a PIA system the MHIs would transfer to the employment of the FBO under 
the Transfer of Undertakings (Protection of Employment) Regulations 2006. 

 
66. Table 3 uses an example of a slaughterhouse with an effective discount of 35%.  The 

additional PIA discount for FSA TUPE’d staff is the difference between the direct cost 
to the FSA of a MHI and the average hourly charge rate (for the period) of the 
equivalent MHI charge.  

 
67. The FSA considers that a switch from MHIs to PIAs would be a TUPE transfer situation and 

those FSA staff currently working in a slaughterhouse that adopted a PIA system would 
transfer from the employment of the FSA to the FBO.  This would reduce the FSA’s direct 
costs.  It would also reduce FSA income and the number of chargeable hours.  However, 
the indirect costs for the essential support functions for meat related activity would be 
unlikely to fall proportionately to direct costs.  There would be some loss of the benefits of 
economies of scale.  This would result in the indirect costs being divided over fewer 
chargeable hours which, all factors being equal would result in some increase in the hourly 
charge rates. 

 
68. TUPE refers to the Transfer of Undertakings (Protection of Employment) Regulations 2006, 

as amended in 2014, which covers employees’ terms, conditions and rights with regards to 
service provision changes.  TUPE applies in situations where a function transfers from the 
public to the private sector and provides some protection for conditions of employment for 
employees where they transfer to a new employer with the transfer of a function.  Further 
information on TUPE is available from 
www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-
employment-rights-on-the-transfer-of-an-undertaking.pdf 

  

http://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-on-the-transfer-of-an-undertaking.pdf
http://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-on-the-transfer-of-an-undertaking.pdf
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Supplementary PIA discount proposal – worked example for PIAs TUPE’d 
from FSA  

 

1. MHI full cost rate per hour 
 

£28.50 

2. Effective discount (standard discount calculated for each 
FBO which would vary depending on usage of FSA 
resources) 
 
 

35% 

3. Average hourly charge rate (for the period) of the 
equivalent MHI charge 
 

£18.53 

4. Full direct cost of MHI per hour (salary, employer’s pension 
and National Insurance but excluding indirect costs of 
£6.0714 per hour) 
 

£22.43 

5. Gap between effective charge rate and direct cost (4 – 3) 
 

£3.90 

6. If FBO switches from MHIs to PIAs, supplementary 
discount for FBO per hour of PIA time 
 

£3.90 

 

Table 3 – Proposed PIA mechanism for FSA Staff TUPE’d to FBO PIAs 
 
69. The proposal is that once the standard discount has been applied to an FBO’s charges and 

an additional element would be factored into the discount calculation for premises operating 
PIA systems using former FSA staff on TUPE transfer. 

 
70. Key elements of the proposed supplementary discount are: 

 

 PIA discounts would be linked to FBOs’ existing levels of discount to ensure that if 
FBOs adopted PIA systems, all factors being equal, their charges would not 
increase. 

 

 The PIA discount would operate on a graduated sliding scale. 
 

 The amount of discount would never exceed the FSA direct costs of employing 
MHIs so that the FSA would not lose as a result of the adoption of PIA systems by 
FBOs. 

 
71. If the proposal is adopted, a separate calculation will be undertaken to work out the PIA 

discount to be applied.  To do this, the hours for PIAs carrying out official controls will be 
combined with any MHI hours and a hypothetical (on the assumption the PIA hours are MHI 
hours) MHI charge is calculated as if the PIA hours were to be “charged” at the MHI hourly 
rate and discounted as an MHI hour would be.  This total hypothetical charge would then be 
divided by the total number of MHI and PIA hours to give the “average hourly charge rate 
(for the period)”.  This would then be subtracted from either the “full MHI direct cost per 
hour” or the “weighted PIA hourly rate” depending on which type of PIA the discount is 
being applied to (TUPE’d MHI working as a PIA or a PIA). The difference between the 
“average hourly charge rate (for the period)” and the relevant PIA hourly rate is the value of 
the PIA support received per hour of PIA time. 
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72. Where FBO charges are discounted there is the potential for savings to be made by the 
FSA if FBOs adopt PIA systems.  In a TUPE situation, while the FSA would lose the income 
from the chargeable activities of those staff their payroll costs would transfer to the FBO and 
where the reduction in FSA costs exceeded the income that would have been charged, 
there would be a saving for the FSA. 

 
73. The impact of offering a supplementary discount to premises which adopt PIA systems is 

difficult to gauge.  While the switch would lead to a reduction in FSA charges there would be 
a transfer of payroll costs to the FBO where MHIs were subject to a TUPE transfer.  In 
addition, the New Fair Deal on pensions provision means that rather than having to provide 
a broadly similar pension scheme to staff transferring from the public sector there is a 
requirement for the new employer to provide access to the existing pension scheme of the 
staff subject to the transfer.  Therefore, if staff who are members of the Local Government 
Pension Scheme (LGPS) were transferred, the new employer would have to apply for 
admitted body status to an LGPS fund and make the appropriate employer’s pension 
contributions.  These factors make uncertain the degree of take up of PIA systems even 
with the supplementary discount proposed in this consultation. 

 
Sunset clause on TUPE PIA discount 

 
74. If the arrangements above are accepted FBOs TUPE transferring FSA staff for PIA duties 

will be eligible for the extra discount based on direct MHI costs for the hours used on official 
controls at agreed PIA points.  However, once the TUPE transfer has been completed the 
terms and conditions of such staff are the responsibility of the FBO and the individual and 
may be subject to change by negotiation, agreement, etc.  The additional discount for 
premises with PIAs (who were FSA MHIs prior to the transfer) would be based on the 
difference between the FBO’s discounted MHI cost and the direct cost to the FSA of an MHI 
hour for up to three years from the date of the TUPE transfer.  After this it would revert to 
the method of calculation for a PIA discount for FBO resourced PIAs.  The three year period 
only relates to the discount calculation and does not imply TUPE only applies for three 
years. 

 
FBOs with a current PIA System  

 
75. The proposal is that once the standard discount has been applied to an FBO’s charges and 

an additional element would be factored into the calculation for premises operating PIA 
systems using staff currently employed or employed other than through TUPE transfer from 
FSA.  Key elements of the proposed supplementary discount are: 

 

 PIA discounts would be linked to FBOs’ existing levels of discount to ensure that if 
FBOs adopted PIA systems, all factors being equal, their charges would not 
increase. 

 

 The PIA discount would operate on a graduated sliding scale. 
 

76.  The additional PIA element for FBOs currently operating a PIA system (or employing PIAs 
not TUPE’d from FSA) is the difference between the plant specific average weighted PIA 
rate (gross salary costs uplifted by 25%) and the average hourly charge rate (for the period) 
of the equivalent  MHI charge.  Table 4 uses an example of a slaughterhouse with an 
effective discount of 35%.  The additional PIA element for non-TUPE’d FSA staff is the 
difference between the PIA allowance (weighted average PIA gross salary plus 25% uplift) 
for the specific FBO rate and the average hourly charge rate (for the period) of the 
equivalent  MHI charge. 
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Supplementary PIA discount proposal – worked example for PIAs not 
TUPE’d from FSA  

 

1. MHI full cost rate per hour 
 

£28.50 

2. Effective Discount (standard discount calculated for each 
FBO which would vary depending on usage of FSA 
resources) 
 

35% 

3. Effective average hourly charge rate per hour under current 
discount system (for the period) of the equivalent MHI 
charge 
 

£18.53 

4. PIA Allowance (salary, employer’s pension and National 
Insurance plus 25% uplift for overheads and cover) 
 

£13.98 

5. Gap between effective charge rate and direct cost (5PIA 
allowance (4 – 3) 
 

£4.01 

6. If FBO continues with PIA system, supplementary discount 
for FBO per hour of PIA time 
 

£4.01 

7. Poultry FBOs with PIAs would pay for their PIAs and 
receive a discount per PIA hour which would be deducted 
from the FSA charges 
 

 

 
Table 4 – Proposed PIA mechanism for FBO PIAs not TUPE’d from FSA 

 
77. If the proposal is adopted a separate calculation will be undertaken to work out the PIA 

discount to be applied.  To do this, the hours for PIAs carrying out official controls will be 
combined with any MHI hours and a hypothetical (on the assumption the PIA hours are MHI 
hours) MHI charge is calculated as if the PIA hours were to be “charged” at the MHI hourly 
rate and discounted as an MHI hour would be.  This total hypothetical charge would then be 
divided by the total number of MHI and PIA hours to give the “average hourly charge rate 
(for the period)”.  This would then be subtracted from either the “weighted PIA hourly rate” 
or the “full MHI direct cost per hour” depending on which type of PIA the discount is being 
applied (a PIA or a TUPE’d MHI working as a PIA). The difference between the “average 
hourly charge rate (for the period)” and the relevant PIA hourly rate is the value of the PIA 
support received per hour of PIA time. 

 
78. Any FBOs currently operating a hybrid PIA system (using PIAs and MHIs to resource official 

controls) moving to further additional PIA cover (reducing MHIs requirements) will receive 
the relief appropriate to the staff employed to provide the official controls (FSA TUPE’d staff 
or FBO resourced staff).  

 
79. The TUPE PIA discount will be applied to the specific TUPE’d staff hours and not applied to 

any replacement PIA directly employed by the FBO. 
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Q17: Do you agree that FBOs using a PIA system should receive an extra 
discount for every PIA hour of official controls?  

Q18: Do you agree that any extra PIA discount for PIA hours relating to FSA 
staff TUPE’d7 to the FBO from the FSA should be based on the 
difference between the FBO’s discounted MHI cost and the direct cost 
to the FSA of an MHI hour? Calculated as follows: 

Hourly TUPE’d PIA Discount = Hourly Direct Cost of MHI – Hourly Discounted MHI 
Cost 

Q19: Do you agree that any extra PIA discount for staff directly resourced by 
the FBO or currently employed on PIA duties should be based on the 
difference between the FBO’s discounted MHI cost and the PIA rate 
(weighted average based on gross salary + 25% for FBO overheads)) 
per hour?  25% is proposed to take account of FBO overheads because 
this is the percentage applied under current discounting arrangements. 
This would be calculated as follows: 

Hourly Rate used in PIA Discount Calculation = Weighted Average Hourly PIA Rate 
– Hourly Discounted MHI Cost 

Q20: Do you agree that any extra PIA discount for PIA hours relating to FSA 
staff TUPE’d to the FBO should be based on the difference between the 
FBO’s discounted MHI cost and the direct cost to the FSA of an MHI 
hour for a maximum of three years, from transfer8, then reverting to the 
PIA discount for FBO resourced PIAs?  

 

 
 

PIA Data Provision 
 

80. To provide accurate discount calculations the FSA currently requests FBOs using an 
approved PIA system of inspection to provide documents and returns for the people who 
are authorised to carry-out and the hours of PIA duties at the approved PIA points for the 
duration of these duties.  

 
81. There is an administrative process both for the FBO and FSA in making these claims.  

However in some instances the information has not been forthcoming from the FBO and 
therefore until this information is received and verified it is possible the FBO concerned may 
not receive the correct discount.  Currently there are a number of establishments where 
there are long delays before complete and accurate information is provided.  Under the 
current discounting system, charges cannot be finalised until the information is provided.  
This is taking a disproportionate amount of administration time, effort and cost. 

 

 
7
 TUPE refers to the Transfer of Undertakings (Protection of Employment) Regulations 2006, as amended in 

2014, which covers employees’ terms, conditions and rights with regards to service provision changes.  Further 
information on TUPE is available from 
www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-
on-the-transfer-of-an-undertaking.pdf 
8
 This period only relates to the discount calculation and does not imply TUPE only applies for three years. 

http://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-on-the-transfer-of-an-undertaking.pdf
http://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-on-the-transfer-of-an-undertaking.pdf
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82. It is proposed that from the 2016/17 FSA financial year that all PIA returns should meet the 
published deadlines.  Any returns made after the published deadline will not be included in 
the calculations and will be excluded from the discounts completely. 

 
 

 
Q21: Do you agree that FBOs receiving an additional discount from using a 

PIA system should return data by the published deadline and that any 
data being received after that deadline be excluded from the invoice 
calculations completely?   
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SUMMARY OF CONSULTATION 
 

Questions asked in this consultation:  
 
Q1:  The proposal is that discount rates should be applied under a system 

comparable to a progressive income tax. Discounts received by 
establishments are applied in six bands, with the discount rate received 
decreasing as the use of FSA inspection hours increases. Do you agree 
with this approach?  

Q2: It is proposed that the FSA introduces separate sector specific discount 
bands for red meat slaughter and on farm slaughter facilities; poultry 
slaughter; and game handling establishments. Do you agree?  

Q3: Which option do you prefer for the apportionment of discount bands 
during the year?  

 Option 1: one twelfth of each band made available each charge period 
with no carry forward; or  

 Option 2: a cumulative allocation of hours in each band to be applied 
against the cumulative hours for the financial year? Unused hours' 
bands are carried forward to the next charge period until the end of the 
FSA financial year.  

Q4: It is proposed that any credit adjustments to hours previously invoiced 
will be discounted at the rate that applied to the original charge.  Any 
hours adjustments requiring an additional charge, for a prior period, will 
be discounted at the rate applicable to the month the transaction is 
processed.  Do you agree?  

Q5:  The proposed order in which hours will be applied against the discount 
is shown in paragraph 43.  Do you agree? 

Q6:  It is proposed that the discount bands will be set for 2016/17 and 
notified to FBOs before the start of the financial year.  The discount 
bands will then be reassessed annually (to ensure as far as possible 
that the available discount pot is distributed to industry), or if there is a 
change to the hourly rate charges, whichever is the sooner, and advised 
to FBOs before implementation. Do you agree?  

Q7: It is proposed that official controls at cutting premises should be 
charged on a full cost basis.  This would mean cutting premises would 
cease to receive a discount from 28 March 2016. Do you agree? 

Q8:   It is proposed to apply the EU minimum charging compliance 
requirement by incorporating this calculation in the monthly invoice. Do 
you agree?  

Q9:  The proposed implementation date for the change to the discount 
system is 28 March 2016; do you agree that this implementation date 
allows FBOs sufficient time to work with the FSA (e.g. by contacting 
local FSA management to discuss the changes and Statement of 
Resources review meetings) to adjust to the new arrangements in the 
most efficient way possible?  
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Q10: It is proposed that discount bands should be set every year using data 

for the 12 month period between November and October?  For example, 
for the 2016/17 financial year discount bands would be set using data 
for the period November 2014 to October 2015.Do you agree? 

Q11: It is proposed to move from person specific chargeable allowances to a 
standard charge for chargeable allowances (e.g. shift allowance) from 
2016/17.  Do you agree?  

Q12: It is proposed that such chargeable allowances, when incurred, are 
discounted at 50%, subject to EU minimum compliance. Do you agree? 

 
Q13: It is proposed that for any change of ownership, where the approval 

number is unchanged, the establishment will continue using the 
remaining discount allocation for the remainder of the financial year.  
However, where a new approval number is issued the discount process 
will be reset Do you agree? 

  
The following questions are based on the Impact Analysis (Annex B) 

Q14: Do you agree that the figures used in the Impact Assessment are 
appropriate to reflect the industry familiarisation costs and benefits? 

Q15: Do you agree the estimate in the Impact Assessment is accurate in 
reflecting the impact of the proposal as to where costs/benefits will fall? 

The following are questions specifically address FBOs using/moving to a PIA 
system under EU 854/2004 

Q16: If you are an FBO of a poultry or rabbit slaughterhouse that does not 
currently have a PIA system in operation would you be interested in 
taking up this option? 

Q17: Do you agree that FBOs using a PIA system should receive an extra 
discount for every PIA hour of official controls?  

Q18: Do you agree that any extra PIA discount for PIA hours relating to FSA 
staff TUPE’d9 to the FBO from the FSA should be based on the 
difference between the FBO’s discounted MHI cost and the direct cost 
to the FSA of an MHI hour? Calculated as follows: 

Hourly TUPE’d PIA Discount = Hourly Direct Cost of MHI – Hourly Discounted MHI 
Cost 

 

 

 
9 TUPE refers to the Transfer of Undertakings (Protection of Employment) Regulations 2006, as amended in 
2014, which covers employees’ terms, conditions and rights with regards to service provision changes.  Further 
information on TUPE is available from 
www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-
on-the-transfer-of-an-undertaking.pdf 

http://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-on-the-transfer-of-an-undertaking.pdf
http://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-on-the-transfer-of-an-undertaking.pdf
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Q19: Do you agree that any extra PIA discount for staff directly resourced by 

the FBO or currently employed on PIA duties should be based on the 
difference between the FBO’s discounted MHI cost and the PIA rate 
(weighted average based on gross salary + 25% for FBO overheads)) 
per hour?  25% is proposed to take account of FBO overheads because 
this is the percentage applied under current discounting arrangements. 
This would be calculated as follows: 

Hourly Rate used in PIA Discount Calculation = Weighted Average Hourly PIA Rate 
– Hourly Discounted MHI Cost 

Q20: Do you agree that any extra PIA discount for PIA hours relating to FSA 
staff TUPE’d to the FBO should be based on the difference between the 
FBO’s discounted MHI cost and the direct cost to the FSA of an MHI 
hour for a maximum of three years, from transfer10, then reverting to the 
PIA discount for FBO resourced PIAs?  

Q21: Do you agree that FBOs receiving an additional discount from using a 
PIA system should return data by the published deadline and that any 
data being received after that deadline be excluded from the invoice 
calculations completely?   

 

 
 

83. FSA would like to hear your feedback and comments on the proposals and questions 
above, along with any feedback on discounts. If you would be willing to discuss your 
concerns and comments further please contact the co-ordinator of the consultation.  

 
84. To help facilitate your responses we have listed all the proposals and questions on an 

online response form, this can be found at https://www.surveymonkey.com/s/meat-controls. 
We have also attached a copy of the feedback form at Annex D if you would prefer to post 
or email your response.  

 
Consultation Process 

 
 

85. To assist FBOs in understanding the impact of these proposals on their establishment the 
FSA will provide an establishment specific calculation showing the estimated impact of the 
proposed discount system. These will arrive with FBOs a few days after the consultation is 
launched.   

 

86. Information gathered as part of this consultation will be considered when preparing a 
finalised version of the proposals to the Regulatory Policy Committee and FSA Board for 
approval. Information supplied by consultees will also inform the assessment of the impact 
these revisions will have. 

 

 
  

 
10

 This period only relates to the discount calculation and does not imply TUPE only applies for three years. 

https://www.surveymonkey.com/s/meat-controls
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Responses 
 

87. Responses are required by close 31 May 2015.  Please state, in your response, whether 
you are responding as a private individual or on behalf of an organisation/company 
(including details of any stakeholders your organisation represents). Responses to this 
consultation are welcomed and can be made by completing an online response form found 
at https://www.surveymonkey.com/s/meat-controls completing the attached questionnaire or 
by letter or email to:  
 
email: discount.consultation@foodstandards.gsi.gov.uk 

 
Post:   Terina Hurley 
    Room 109 
  Foss House 
  Peasholme Green 
  York 
  YO1 7PR 
 
 

Thank you on behalf of the Food Standards Agency for participating in this public 
consultation. 

 
 
 

 
 
Name: Richard Collier 
Branch: Head of Finance - Charging 
Division: Finance & Strategic Planning 
 
Enclosed 
 
Annex A: Standard Consultation Information 
 
Annex B: Impact Assessment  
 
Annex C: List of interested parties 
 
Annex D: Response questionnaire

 

https://www.surveymonkey.com/s/meat-controls
mailto:discount.consultation@foodstandards.gsi.gov.uk
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Queries 
 
1. If you have any queries relating to this consultation please contact the 

person named on page 1, who will be able to respond to your questions.  
 
Publication of personal data and confidentiality of responses  
 

2. In accordance with the FSA principle of openness we shall keep a copy of 
the completed consultation and responses, to be made available to the 
public on receipt of a request to the FSA Consultation Coordinator (020 
7276 8308). The FSA will publish a summary of responses, which may 
include your full name. Disclosure of any other personal data would be 
made only upon request for the full consultation responses.  If you do not 
want this information to be released, please complete and return the 
Publication of Personal Data form, which is on the website at 
http://www.food.gov.uk/multimedia/worddocs/dataprotection.doc 
Return of this form does not mean that we will treat your response to the 
consultation as confidential, just your personal data. 

 
3. In accordance with the provisions of Freedom of Information Act 

2000/Environmental Information Regulations 2004, all information contained 
in your response may be subject to publication or disclosure. If you consider 
that some of the information provided in your response should not be 
disclosed, you should indicate the information concerned, request that it is 
not disclosed and explain what harm you consider would result from 
disclosure. The final decision on whether the information should be withheld 
rests with the FSA. However, we will take into account your views when 
making this decision.   

 
4. Any automatic confidentiality disclaimer generated by your IT system will 

not be considered as such a request unless you specifically include a 
request, with an explanation, in the main text of your response.  

 

Further information 
 
5. A list of interested parties to whom this letter is being sent appears in Annex 

C.  Please feel free to pass this document to any other interested parties, or 
send us their full contact details and we will arrange for a copy to be sent to 
them direct.  

 
6. Please contact us if you require this consultation in an alternative format 

such as Braille or large print. 
 
7. This consultation has been prepared in accordance with HM Government 

consultation principles11.  
 

 
11

 http://www.bis.gov.uk/policies/bre/consultation-guidance  

mailto:consultationcoordinator@foodstandards.gsi.gov.uk
http://www.food.gov.uk/multimedia/worddocs/dataprotection.doc
http://www.bis.gov.uk/policies/bre/consultation-guidance
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Title: 

Official Controls Charges in Meat Premises: A Proposal for a 
New Discount System 
IA No:      0146 

Lead department or agency: 

     Food Standards Agency 

Other departments or agencies:  

      

Impact Assessment (IA) 

Date: 09/03/2015 

Stage: Consultation 

Source of intervention: Domestic 

Type of measure: Other 

Contact for enquiries:  
discount.consultation@foodstandards.gsi.gov.uk 

 

 

 

 

 

 

 

Summary: Intervention and Options  

 

RPC Opinion: RPC Opinion Status 

 
Cost of Preferred (or more likely) Option 

Total Net Present 
Value 

Business Net 
Present Value 

Net cost to business per 
year (EANCB on 2009 prices) 

In scope of One-In, 
Two-Out? 

Measure qualifies as 
 

-£0.009m  £8.09m - £0.87m   No NA 

What is the problem under consideration? Why is government intervention necessary? 

The current system of discounts on meat official control charges to Food Business Operators (FBOs) was 
introduced in 2009 and is widely considered not fit for purpose. This is because it lacks transparency and  
potentially distorts competition by charging very different amounts to similar sized plants; providing very little 
incentive to use inspection resources more efficiently (highlighted in the National Audit Office (NAO) 2013 
report on efficiency in meat inspection). Therefore, government intervention is necessary to help mitigate 
information asymmetry and competition distortion.  

 
What are the policy objectives and the intended effects? 

The objective was to find a consensus in partnership between FSA and industry on a revised system of 
discounting for official controls charges. The principal aims of a revised system should be to encourage 
more effective use of FSA and FBOs’ resources, appropriately support SMEs, and provide a more balanced 
and more equitable system.  The proposals are for a redistribution of current levels of discount and not a 
reduction.  A prerequisite for any new discount system is no adverse impact on public health. 

 

What policy options have been considered, including any alternatives to regulation? Please justify preferred 
option (further details in Evidence Base) 

This Impact Assessment considers three options: 
a) Option 1 “Do Nothing” – this would leave in place the current inconsistent and inequitable discounts. 
b) Option 2 “Sector Bands” – discounts would be based on usage of hours of FSA staff time with sector 

bands of discounts which reduce as more hours are used.  This would operate in a similar way to 
income tax with marginal hours discounted at the lower discount rate so that hours already discounted 
at the higher rate retain the higher level of discount.  Different industry sectors (red meat, poultry meat 
and game) would have their own bands.  This is the preferred option because it would deliver the 
greatest net benefit.  It would address the issue of competition distortion while making the system more 
transparent and simpler to administer at minimum cost to industry. 

c) Option 3 “Unified Bands” – the same as Option 2 but instead of each industry sector having its own set 
of bands there would be one unified set of bands for all industry sectors.  This is not the preferred 
option because it would have a disproportionately adverse impact by distributing a greater proportion of 
the available discounts to the red meat sector and disadvantage small and micro FBOs. 

These proposals do not require any changes to legislation. 
 

Will the policy be reviewed?  It will be reviewed.  If applicable, set review date:  December 2018 

Does implementation go beyond minimum EU requirements? Yes / No / N/A 

Are any of these organisations in scope? If Micros not 
exempted set out reason in Evidence Base. 

Micro
Yes/No 

< 20 
 Yes/No 

Small
Yes/No 

Medium
Yes/No 

Large
Yes/No 

What is the CO2 equivalent change in greenhouse gas emissions?  
(Million tonnes CO2 equivalent)   

Traded:    
      

Non-traded:    
      

I have read the Impact Assessment and I am satisfied that, given the available evidence, it represents a 
reasonable view of the likely costs, benefits and impact of the leading options. 

Signed by the responsible 
SELECT SIGNATORY:   Date:       

mailto:discount.consultation@foodstandards.gsi.gov.uk
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Summary: Analysis & Evidence Policy Option 1 
Description:  Do nothing 

FULL ECONOMIC ASSESSMENT 

Price Base 
Year  N/A 

PV Base 
Year  N/A 

Time Period 
Years  N/A 

Net Benefit (Present Value (PV)) (£m) 

Low: Optional High: Optional Best Estimate:      0 
 

COSTS (£m) Total Transition  
 (Constant Price) Years 

 
 

Average Annual  
(excl. Transition) (Constant Price) 

Total Cost  
(Present Value) 

Low  Optional 

    

Optional Optional 

High  Optional Optional Optional 

Best Estimate 

 

N/A N/A       N/A       

Description and scale of key monetised costs by ‘main affected groups’  

No incremental monetised costs are associated with policy Option 1: ‘do nothing’, as this option will look to 
maintain the status quo. 

Other key non-monetised costs by ‘main affected groups’  

No incremental costs (non-monetised) are associated with this policy, as this option will look to maintain the 
status quo. 

BENEFITS (£m) Total Transition  
 (Constant Price) Years 

 
 

Average Annual  
(excl. Transition) (Constant Price) 

Total Benefit  
(Present Value) 

Low  Optional 

    

Optional Optional 

High  Optional Optional Optional 

Best Estimate 

 

N/A N/A       N/A       

Description and scale of key monetised benefits by ‘main affected groups’  

No incremental monetised benefits are associated with this policy, as this option will look to maintain the 
status quo. 

Other key non-monetised benefits by ‘main affected groups’  

No incremental benefits (non-monetised) are associated with this policy, as this option will look to maintain 
the status quo. 

Key assumptions/sensitivities/risks Discount rate (%) 

 

N/A 

N/A 

 
BUSINESS ASSESSMENT (Option 1) 

Direct impact on business (Equivalent Annual) £m:  In scope of OITO?   Measure qualifies as 

Costs:       N/A Benefits:       N/A Net:       N/A No NA 
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Summary: Analysis & Evidence Policy Option 2 
Description:  Option 2 Sector Bands – A graduated system of discounts based on the principles of a progressive 
income tax system, with sector specific bands 

FULL ECONOMIC ASSESSMENT 

Price Base 
Year  2013 

PV Base 
Year  2014 

Time Period 
Years  10 

Net Benefit (Present Value (PV)) (£m) 

Low:  

£0.07 

High: 

-£0.08 

Best Estimate:  

-£0.009      
 

COSTS (£m) Total Transition  
 (Constant Price) Years 

 
 

Average Annual  
(excl. Transition) (Constant Price) 

Total Cost  
(Present Value) 

Low  £0.18 

1    

£1.06  £10.81 

High  £0.33 £1.08  £11.08 

Best Estimate 

 

£0.25  £1.07 £10.94 

Description and scale of key monetised costs by ‘main affected groups’  

Total cost industry in GB: i) one-off costs of familiarisation to business of £21,700 (present value (PV) (an EAC of 
£2,520); ii) ongoing cost to cutting premises from removal of discount of £0.64m (Best Estimate PV) over 10 years. 
Total cost FSA GB: i) one-off costs of familiarisation and dissemination of £5,755 (PV)) (an EAC of £665); ii) one-off 
cost in developing a new IT system of £0.23m (Best Estimate PV) (an EAC of £26,100); iii) one-off IT training costs of 
£1,450 (PV) (an EAC of £170); iii) ongoing cost in funding increase in discount pot of £8.56m (PV) over 10 years.   

Other key non-monetised costs by ‘main affected groups’  

Non-monetised costs were not identified (see monetised costs above). 

BENEFITS (£m) Total Transition  
 (Constant Price) Years 

 
 

Average Annual  
(excl. Transition) (Constant Price) 

Total Benefit  
(Present Value) 

Low  Optional 

    

£1.09 £10.92 

High  Optional £1.10 £11.04 

Best Estimate 

 

N/A £1.10 £10.98 

Description and scale of key monetised benefits by ‘main affected groups’  

Total benefit industry in GB: i) ongoing benefit from increase in discount pot through ring-fencing of £8.56m (PV) over 
10 years; ii) ongoing benefit from reduced admin burdens through simplification of meat charging discount system of 
£0.2m (PV) over 10 years. Total benefit FSA GB: i) ongoing benefit in removal of discount to cutting premises of 
£0.64m (PV) over 10 years; ii) ongoing benefit from reduced admin burdens of £47,100 (PV) over 10 years. 

Other key non-monetised benefits by ‘main affected groups’  

Consumers: Discount reform should act as an incentive to improve compliance, since there is a link between 
compliance and the cost of official controls, which would enhance consumer protection. 
 
Industry: new meat charging discounting system could act as an incentive to industry to invest to maximise efficient 
use of official controls and encourage businesses to review their business agreement with the FSA to reduce the 
resources required. 

Key assumptions/sensitivities/risks Discount rate (%) 

 

3.5% 

Cost and charge figures are based on 2013/14 estimates and assume the level of official controls remains constant.  
Time taken for familiarisation:  1 hour per manager for industry; 4 – 7.5 hours per staff for FSA GB.  Reduced 
administrative burdens through simplification of discounting system: 2 hours saved per year per business processing 
invoices; 5 – 119 hours per year saved per FSA staff processing discounts. To account for annual variation in discount 
charges received by cutting premises; we calculate lower and upper bound cost estimates based on the average 
annual growth in discount on official control charges using the last five years of available data (financial years 2009/10 – 
2013/14). On average, this yields a variation in discounted charges of approximately -/+8% year on year. 

 
BUSINESS ASSESSMENT (Option 2) 

Direct impact on business (Equivalent Annual) £m:  In scope of OITO?   Measure qualifies as 

Costs: £0.92m   Benefits: £1.86m  Net: £0.94m       No  NA 
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Summary: Analysis & Evidence Policy Option 3 
Description:  Option 3 Unified Bands – A graduated system of discounts based on the principles of a progressive 
income tax system, with a single set of bands. 

FULL ECONOMIC ASSESSMENT 

Price Base 
Year  2013 

PV Base 
Year  2014 

Time Period 
Years  10 

Net Benefit (Present Value (PV)) (£m) 

Low: £0.07 High: -£0.08 Best Estimate:  

-£0.009      
 

COSTS (£m) Total Transition  
 (Constant Price) Years 

 
 

Average Annual  
(excl. Transition) (Constant Price) 

Total Cost  
(Present Value) 

Low  £0.18 

1    

£1.06 £10.81 

High  £0.33 £1.08 £11.08 

Best Estimate 

 

£0.25 £1.07 £10.94 

Description and scale of key monetised costs by ‘main affected groups’  

Total cost industry in GB: i) one-off costs of familiarisation to business of £21,700 (present value (PV) (an EAC of 
£2,520); ii) ongoing cost to cutting premises from removal of discount of £0.64m (Best Estimate PV) over 10 years. 
Total cost FSA GB: i) one-off costs of familiarisation and dissemination of £5,755 (PV)) (an EAC of £665); ii) one-off 
cost in developing a new IT system of £0.23 (Best Estimate PV) (an EAC of £26,100); iii) one-off   IT training costs of 
£1,450 (PV) (an EAC of £170); iii) ongoing cost in funding increase in discount pot of £8.56m (PV) over 10 years.   

Other key non-monetised costs by ‘main affected groups’  

Non-monetised costs were not identified (see monetised costs above). 

BENEFITS (£m) Total Transition  
 (Constant Price) Years 

 
 

Average Annual  
(excl. Transition) (Constant Price) 

Total Benefit  
(Present Value) 

Low  Optional 

    

£1.09 £10.92 

High  Optional £1.10 £11.04 

Best Estimate 

 

N/A £1.10 £10.98 

Description and scale of key monetised benefits by ‘main affected groups’  

Total benefit industry in GB: i) ongoing benefit from increase in discount pot through ring-fencing of £8.56m (PV) over 
10 years.; ii) ongoing benefit from reduced admin burdens through simplification of meat charging discount system of 
£0.2m (PV) over 10 years. Total benefit FSA GB: i) ongoing benefit in removal of discount to cutting premises of 
£0.64m (PV) over 10 years; ii) ongoing benefit from reduced admin burdens of £47,100 (PV) over 10 years. 

Other key non-monetised benefits by ‘main affected groups’  

Consumers: Discount reform should act as an incentive to improve compliance, since there is a link between 
compliance and the cost of official controls, which would enhance consumer protection. 
 
Industry: new meat charging discounting system could act as an incentive to industry to invest to maximise efficient 
use of official controls and encourage businesses to review their business agreement with the FSA to reduce the 
resources required. 

Key assumptions/sensitivities/risks Discount rate (%) 

 

3.5% 

Cost and charge figures are based on 2013/14 estimates and assume the level of official controls remains constant.  
Time taken for familiarisation:  1 hour per manager for industry; 4 – 7.5 hours per staff for FSA GB.  Reduced 
administrative burdens through simplification of discounting system: 2 hours saved per year per business processing 
invoices; 5 – 119 hours per year saved per FSA staff processing discounts. To account for annual variation in discount 
charges received by cutting premises; we calculate lower and upper bound cost estimates based on the average 
annual growth in discount on official control charges using the last five years of available data (financial years 2009/10 – 
2013/14). On average, this yields a variation in discounted charges of approximately -/+8% year on year. 

 
BUSINESS ASSESSMENT (Option3) 

Direct impact on business (Equivalent Annual) £m:  In scope of OITO?   Measure qualifies as 

Costs: £0.92m 
       

Benefits: £1.86m Net: £0.94m        No NA 
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Evidence Base (for summary sheets) 

Rationale for government intervention and intended outcomes 

1. Problem under consideration 
 

1.1 Charges for meat official controls at approved meat premises are currently discounted 
under a system introduced in 2009.  This system is not fit for purposes because 
comparable premises receive discounts of widely varying percentages.  This does not 
incentivise all Food Business Operators (FBOs) to use Food Standards Agency (FSA) 
resources efficiently and effectively.  This is not in the overall interests of the meat 
industry, the FSA and the taxpayer. 

 
2. Rationale for intervention 
 

2.1 The current system of discounts cannot be allowed to continue because the system is 
inefficient, inconsistent and does not incentivise all FBOs to use FSA resources 
efficiently and effectively.  It was introduced in 2009 as a short term solution.  There 
was an attempt by the FSA to reform charging and discounting arrangements in 2012 
but this did not progress. 

 
3. Policy objectives and intended effects 

3.1 The FSA Board agreed the following strategy for meat charging at its September 2012 
meeting: 

 The FSA’s priority in relation to charging policy is to protect the interests of 
consumers. 

 That the FSA should pursue a more collaborative approach with stakeholders 
interested in these issues, working in partnership to deliver shared outcomes. 

 That priority should be given to building a more consensual approach to progressing 
three issues:  
 A review of the current discount system making recommendations on how to 

reform the system to address anomalies. 

 Joint working to identify further ways to reduce costs while continuing to 
deliver effective consumer protection, building on the outcomes of an 
efficiency review. 

 Exploring with stakeholders the options for alternative delivery models, 
including through the use of a control body. 

 An external efficiency review of the delivery of UK meat official controls and support 
functions should be carried out. 

 Discussions should continue with other Government departments on their appetite 
for taking on responsibility for allocating any ongoing subsidy. 

 
3.2 One of the first points addressed in the strategy has been a review of the current 

discount system.  This has been an industry led project to review current arrangements 
and propose a reformed system to tackle the problems inherent in the current 
methodology. 

 
3.3 A primary objective of the reforms has been to ensure any changes in the discount 

system have no adverse impact on public health.  In addition, the proposals seek to 
deliver a more effective system for industry, the FSA and the taxpayer. 
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4. Background 
 

4.1 EU legislation requires meat official controls to be delivered in all approved meat 
plants; their aim is to protect public health, animal health and animal welfare. The FSA 
is the central competent authority in the UK in relation to meat hygiene. In England, 
Scotland and Wales the official controls are delivered directly by the FSA; in Northern 
Ireland the controls are delivered by the Department of Agriculture and Rural 
Development through a Service Level Agreement with the FSA in Northern Ireland. 

 
4.2 Official controls are not unique to the meat industry.  Official controls are carried out in 

a wide range of premises and embrace a variety of functions, including inspections, 
approvals and certification.  For example, the FSA is also directly responsible for the 
official controls on shellfish, wine and dairy. The local authority inspections of food and 
feed premises are official controls. However, in these other examples the cost of 
delivering controls is not directly charged for. Meat official controls are different 
because in addition to auditing the operators’ controls they require the presence of 
Official Veterinarians (OVs) and Meat Hygiene Inspectors (MHIs) to carry out ante and 
post-mortem inspection, and the verification of animal welfare controls at 
slaughterhouses. 

 
4.3 The charging system in place in the UK from 2001 to 2009 was based on a comparison 

between the species rates, based on the EU minima rates for each animal slaughtered, 
and the cost of delivering official controls. Plants paid either the charge based on the 
species rates, or the time charges based on the costs of the OVs and MHIs, whichever 
was lower. The industry time charge rates were set below full costs from 1999/2000 
until 28 September 2009. This system, known as the Maclean formula, was introduced 
in order to protect abattoirs from the sharp increase in costs which arose from 1997 
onwards due to  increases in veterinary supervision levels required to achieve full time 
veterinary supervision in most plants under EU legislation, as well as increases in 
charge rates. 

 
4.4 The current system of discounts on meat official control charges to Food Business 

Operators (FBOs) was introduced in 2009 when time-based charging was adopted, 
and is based on the historic throughput data from 2008/09, the last year  the FSA 
charged on the basis of  the Maclean system.  The current discount system is widely 
considered to be not fit for purpose because it potentially distorts competition by 
charging very different amounts to similar sized plants, and because it provides very 
little incentive to use inspection resources more efficiently – as pointed out by the 
National Audit Office (NAO) in their 2013 report on efficiency in meat inspection.1  
Under the current discount system, charges invoiced for FSA staff can vary from a few 
pence per hour to the full cost.  The current discount system also lacks transparency 
and is difficult to explain to FBOs. 

 
4.5 With effect from 1 April 2015 official controls in Scotland will be delivered by Food 

Standards Scotland (FSS).  FSS has developed its own proposals for charging which 
have been subject to industry consultation.  The proposals of the Steering Group on 
Meat Charging have been under development since August 2013.  Throughout the 
period since then the proposals, policy creation, economic and financial modelling, 
have been developed on the basis of the UK as a whole.  Consequently the data in this 
consultation covers the whole of the UK.  The FSA is working on the assumption that 

                                            
1
 Available at http://www.nao.org.uk/wp-content/uploads/2013/07/NAO-Efficiency-Review-Food-Standards-Agency-for-NAO-website-inc-

copyright.pdf  

http://www.nao.org.uk/wp-content/uploads/2013/07/NAO-Efficiency-Review-Food-Standards-Agency-for-NAO-website-inc-copyright.pdf
http://www.nao.org.uk/wp-content/uploads/2013/07/NAO-Efficiency-Review-Food-Standards-Agency-for-NAO-website-inc-copyright.pdf
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FSS will introduce its own proposals in Scotland with effect from 1 April 2015.  The 
relevant aspects of the responses to this consultation will be passed to FSS for 
consideration.  The discount reform changes subject to this consultation which are 
proposed for implementation from 29 March 2016 would only apply to England, Wales 
and Northern Ireland. 

 
5. Steering Group on Meat Charging 
 

5.1 The Steering Group on Meat Charging is an industry stakeholder group that since 
August 2013 has proposed and assessed options for reform of the current discounts on 
charges for meat official controls.  The Steering Group on Meat Charging has an 
independent Chair, Bill Stow, who is also the Chair of Sustrans, which is a leading UK 
charity for sustainable transport, and was formerly a Board member of the Department 
for Environment, Food and Rural Affairs and its Director General for Strategy, Evidence 
and Finance.  The Steering Group has been supported and facilitated by FSA staff. 

 
5.2 In the initial stages of the project to reform discounts the Chair of the Steering Group 

held bilateral meetings with all the main industry stakeholders.  From this process a 
number of options for discount reform were suggested.  High level details are available 
using this link http://www.food.gov.uk/sites/default/files/sgmc-options-assess.pdf Based 
on initial economic analysis the Steering Group narrowed the options it was 
considering until there remained one option with which all stakeholders could work. 

 
6. Proposed options 
 

6.1 This Impact Assessment considers three options: 

Option 1 – Do Nothing 

6.2 The ‘do nothing’ option would leave in place the current inconsistent and 
inequitable discounts. This would not comply with FSA Board’s direction and the 
consensus of the Steering Group on Meat Charging to because it would maintain 
a system which potentially distorts competition by charging very different 
amounts to similar sized establishments, and because in many cases it provides 
very little incentive to use inspection resources more efficiently – as pointed out 
by the National Audit Office (NAO) in their 2013 report on efficiency in meat 
inspection2 

Option 2 – Sector Bands 

 
6.3 The Steering Group’s preferred proposal for redistributing the discount was on 

the basis of sector bands.  This proposed system would deliver the greatest 
good to largest number of FBOs in the slaughtering sector with 210 winners, 161 
losers and 19 having no change compared with the current system (in absolute 
terms).  Discounts would be based on usage of hours of FSA staff time with 
sector bands of discounts which reduce as more hours are used.  This would 
operate in a similar way to income tax with marginal hours discounted at the 
lower discount rate so that hours already discounted at the higher rate retain the 
higher level of discount.  Different industry sectors (red meat, poultry meat and 
game) would have their own bands.  This option was the preferred option of the 

                                            
2
 Available at http://www.nao.org.uk/wp-content/uploads/2013/07/NAO-Efficiency-Review-Food-Standards-Agency-for-NAO-website-inc-

copyright.pdf 

http://www.food.gov.uk/sites/default/files/sgmc-options-assess.pdf
http://www.nao.org.uk/wp-content/uploads/2013/07/NAO-Efficiency-Review-Food-Standards-Agency-for-NAO-website-inc-copyright.pdf
http://www.nao.org.uk/wp-content/uploads/2013/07/NAO-Efficiency-Review-Food-Standards-Agency-for-NAO-website-inc-copyright.pdf
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industry Steering Group that has taken forward proposals for discount reform 
because it would provide a more balanced and equitable system. 

 
6.4 The essential elements of the sector bands proposal are: 

 

 A number of discount bands based on usage of FSA resources and operating in a 
similar way to a progressive income tax. 

 

 The level of discount reduces with each band as more hours of FSA resource are 
used. 

 

 FBOs benefit from the hours available in each discount band until those hours are 
used. 

 

 Competitors comparable in type and volume of throughput should require similar 
levels of official controls and under the proposed system would have similar levels of 
discount. This is not consistently the case under the current system. 

 

 Under the proposal all FBOs receive discounted hours, subject to compliance with EU 
minimum charging legislation. The FSA bears a portion of the cost of inspections and 
so there is an incentive for both the FSA and FBOs to make efficient use of 
resources. 

 

 The use of graduated bandings, with only the marginal hours charged at a lower 
discount rate avoids a “cliff-edge” effect and ensures close competitors are treated 
equitably. 

 

 There would be a supplementary discount for poultry slaughterhouses employing their 
own staff as PIAs to carry out official controls under the supervision of the FSA 
Official Veterinarian.  For premises employing PIAs this would discount their down the 
level that would have applied if the official controls had been provided by FSA Meat 
Hygiene Inspectors and would ensure FBOs were no worse off as a result of utilising 
PIAs. 

 

 The majority of cutting premises currently receive no discount; under the proposal 
discounts would cease for all cutting premises. 

 
6.5 The Steering Group on Meat Charges came to the consensus that the most 

appropriate way for discounts to be applied was on the usage by FBOs of FSA staff 
resources; Official Veterinarians (OVs) and Meat Hygiene Inspectors (MHIs). It is 
proposed that the level of discount will reduce as more FSA resources are used. This 
would mean that establishments with similar levels of controls would receive a similar 
discount.  The diagram (Figure 1) below illustrates this: 
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Figure 1 – Sector Band Discount System  

 
 

6.6 The thresholds for the bands would be set so that the smallest 10% of establishments 
(as measured by their use of inspector hours) receive the highest marginal discount 
rate, and the largest 10% of establishments receive the lowest marginal discount rate. 
Each of the bandings in between will contain 20% of the establishments, subject to EU 
minimum compliance. 

 
6.7 In the preferred option this would mean for each industry sector, the thresholds would 

be set so that the smallest 10% of establishments (as measured by their use of 
inspector hours) would receive the highest marginal discount rate, and the largest 10% 
of establishments would receive the lowest marginal discount rate. Each of the 
bandings in between would contain 20% of the establishments in each sector. 

 
6.8 Indicative rounded discount bands are shown in Table 1 below with separate bandings 

for the game, poultry and red meat sectors.   
 

Table 1 – Indicative discount band rates by sector based on FSA resources used 
 

Discount 
Band  

Game Handling 
(hours)  

Poultry Slaughter 
(hours)  

Red Meat 
Slaughter 
(hours)  

Discount 
Rate  

1 Less than 7  Less than 267  Less than 108  90%  

2 7 - 18  267 - 889  108 - 634 80%  

3 18 - 54  889 – 2,679  634 – 2,092  70%  

4 54 - 111  2,679 – 7,150  2,092 – 5,788 61%  

5 111 - 553  7,150 – 21,944  5,788 – 13,902  51%  

6 More than 553  More than 21,944  More than 13,902  41%  

 
Plant Inspection Assistants (PIAs) 
 

6.9 Some poultry slaughterhouses employ PIAs, who assist the FSA or DARD VPHU to 
carry out certain elements of official controls, and these establishments receive an 
allowance in the form of a supplementary discount, representing the direct and indirect 
costs of employing those PIAs, against the official controls charge otherwise payable. 
Encouraging establishments to employ PIAs is in line with the policy of encouraging 
FBOs to take responsibility for controls in their premises.  
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6.10 The system of discounts introduced in 2009 introduced much greater recognition of the 

costs borne by FBOs employing PIAs than did the Maclean system.  The costs 
associated with PIAs for the time that they spend carrying out official controls, plus a 
supplementary amount of 25% that the FSA adds for FBO overheads, are used to 
calculate a second stage discount for premises with PIAs.  

 
6.11 The detailed analysis which has been carried out has shown that the poultry sector 

benefited more than the red meat sector under the charging and discount 
arrangements introduced in 2009.  As a consequence of this the proposal for discount 
reform results in proportionately more poultry premises losing compared with red meat 
premises.  The fact that PIAs are specific to the poultry sector (including rabbits) offers 
a means of addressing the impact on this sector, potentially without disadvantaging the 
red meat sector, through additional discounting arrangements. 

 
6.12 Industry stakeholders who are members of the Steering Group have indicated that for 

any proposals for discount reform to be acceptable a prerequisite would be an 
additional provision for premises operating PIA systems, therefore the following 
arrangements have been developed. 

 
6.13 The proposal is that once the standard discount has been applied to an FBO’s charges 

and an additional element would be factored into the discount calculation for premises 
operating PIA systems using former FSA staff on TUPE transfer. 

 
6.14 Key elements of the proposed supplementary discount are: 

 

 PIA discounts would be linked to FBOs’ existing levels of discount to ensure that 
if FBOs adopted PIA systems, all factors being equal, their charges would not 
increase. 

 

 The PIA discount would operate on a graduated sliding scale. 
 

 The amount of discount would never exceed the FSA direct costs of employing 
MHIs so that the FSA would not lose as a result of the adoption of PIA systems 
by FBOs. 

 
6.15 If the proposal is adopted, a separate calculation will be undertaken to work out the PIA 

discount to be applied.  To do this, the hours for PIAs carrying out official controls will 
be combined with any MHI hours and a hypothetical (on the assumption the PIA hours 
are MHI hours) MHI charge is calculated as if the PIA hours were to be “charged” at the 
MHI hourly rate and discounted as an MHI hour would be.  This total hypothetical 
charge would then be divided by the total number of MHI and PIA hours to give the 
“average hourly charge rate (for the period)”.  This would then be subtracted from 
either the “full MHI direct cost per hour” or the “weighted PIA amount hourly rate per 
hour” depending on which type of PIA the discount is being applied to (TUPE’d MHI 
working as a PIA or a PIA).  The difference between the “average hourly charge rate 
(for the period)” and the relevant PIA hourly rate is the value of the PIA support 
received per hour of PIA time. 
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Option 3 – Unified Bands 

6.16 This option would be the same as Option 2 but instead of each industry sector having 
its own set of bands there would be one unified set of bands for all industry sectors.  
This was not the preferred option of the industry Steering Group because it would 
redistribute a greater proportion of the available money for discounts to the red meat 
sector and disadvantage smaller Food Business Operators. 

Current costs 

 
6.17 Competent Authorities are required by EU regulations to charge food business 

operators (FBOs) for meat official controls, and are permitted to charge FBOs for TSE 
controls. However, the charges currently levied do not cover the full cost of delivering 
meat official controls, and do not cover any of the costs of TSE controls.  

 
6.18 The difference between the current FBO charges and the full official control cost is 

funded by the taxpayer. For the year 2013/14, the estimated total cost of delivering 
meat and TSE official controls in GB and meat and SRM official controls in NI is as 
follows:  

 
Table 1 – 2013/14 total UK official controls cost and funding (including TSE costs) 

 

 £m 

Full cost 61.2 

Income (industry & Government) 34.5 

Discount 26.7 

 
*Other Government Departments 
Notes: The sums in the table above include TSE official control costs and work carried out 
for other Government departments. 

 
6.19 Under the charging arrangements introduced in 2009 one overarching system of 

charging and discounts applies across all of the UK.  This is administered separately 
for GB and Northern Ireland.  For this reason the discounts for GB and Northern Ireland 
have been ring fenced but the Steering Group determined not to apply further ring 
fencing because it would hinder redistribution and be counter to the overall 
requirements for the Steering Group to provide fairer and more balanced discounts.  
The Steering Group has been working with the following figures as the basis for its 
work with a discount pot of £25.1m for reallocation which is broken down in the table 
below.  This was the forecast for the 2013/14 full year when the Steering Group started 
its meetings in August 2013. 

 

£m GB Northern Ireland UK 

Cost 51.0 6.2 57.2 

Income (28.3) (3.8) (32.1) 

Discount 22.7 2.4 25.1 

 
6.20 It is envisaged that there would be an on-going benefit to industry under the preferred 

Option 2 proposals. The discount pot to be applied to the new meat charging system 
has been ring-fenced at a value of approximately £22.70m in GB. This represents an 
incremental increase compared to the 2013/14 baseline (valued at approximately 
£21.71m) with which Option 2 is compared. 
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Cutting Plants 
 

6.21 It was agreed in the Meat Charging Steering Group meeting on 20 January 2014 that 
official controls at cutting premises would be charged on a full cost basis, meaning 
cutting premises will cease to receive a discount from 28 March 2016. For these 
reasons cutting premises have been excluded from the following analysis on the 
distributional impact of the proposal and the cost and benefit section. 

Modernising controls 

 
6.22 The FSA is progressing a programme of work to review the current system of 

regulation of meat hygiene inspection activities and enforcement. This work is aimed at 
improving public health protection while delivering a more risk-based, effective and 
proportionate system for meat official controls. As well as consumer protection, 
proposals for a new inspection regime will take account of animal health and welfare 
considerations. Official controls, including requirements for official inspection as well as 
audit of FBOs’ controls, are set out in European legislation so any changes must be 
agreed with other European member states, the European Commission and 
international partners. The FSA commits resources to working actively with the 
European Commission, the European Food Safety Authority and other member states 
to develop a basis for a more risk-based, modernised, set of controls.  

 
EU review of charging provisions 
 

6.23 The European Commission is reviewing the EU provisions for charging for official 
controls and published proposals in May 2013. Negotiations are ongoing and it is 
anticipated that agreement will be reached by the end of 2015 with adoption in 2016. 
The implementation of any changes to the current provisions on charging will take 
place from 2019 onwards. The FSA is working actively with the Commission on the 
review, and will follow the normal UK consultation procedure once the final text has 
been adopted. A consultation on the Commission’s original proposal took place 
between October 2014 and January 2015.  

Context 

 
6.24 The UK meat market (excluding game) is worth around £6.53 billion, with £3.76 billion 

accounted for by red meat and £2.76 billion by white meat. Tables 2 and 3 below 
display the UK retail sales of red meat and white meat (poultry) respectively; broken 
down by meat type showing value and volume sales.  

 
 

Table 2 – UK Retail Value and Volume Sales of Unprocessed/Raw Meat 2012 

Red Meat £m Tonnes (000s) 

Beef 2,075 307 

Pork 999 194 

Lamb 627 74 

Offal 65 27 

Total  3,766 602 

Source: Mintel 
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Table 3 – UK Retail Value and Volume Sales of Unprocessed/Raw Poultry 2012 

Poultry  £m Tonnes (000s) 

Chicken 2,370 561 

Turkey 318 89 

Duck and Goose 77 17 

Total  2,765 667 

Source: Mintel 

 
 

6.25 Charging systems in other EC Member States vary. The proposals are fully compliant 
with EU Regulations, which all Member States have to follow. Our assumptions are that 
the proposed levels of increases in charges will not be sufficient to create incentives to 
export animals for slaughter or carcases for cutting.  

 
6.26 The proposals have been designed to continue to provide significant support to low 

throughput establishments, i.e. those establishments which the Maclean formula was 
originally intended to support.  

Public Health 

6.27 The scope of official controls will not be affected in any way by these proposals to 
amend the charging system, and so there will be no reduction in the level of consumer 
protection and the health benefits afforded by meat controls.  

Legislative context 

6.28 The proposals do not require additional legislation, and are made on the basis of the 
powers provided in Regulation (EC) No. 882/2004 and the domestic implementing 
regulations made in 2009, i.e. the Meat (Official Controls Charges) (England) 
Regulations 2009 and equivalent legislation in Northern Ireland, Scotland and Wales. 
Ministers of all four UK countries will be informed of the outcome of this consultation 
and of the FSA Board’s subsequent deliberations, and will be consulted before any 
changes are introduced. The FSA participates in the UK Government’s reducing 
regulation initiative, and these proposals will be referred to the Reducing Regulation 
Committee, a UK Government Cabinet sub-Committee. 

Summary of Options 

.  Option 1 – Do Nothing 
 
 This option would leave in place the current inconsistent and inequitable discounts. 
 
 Option 2 – Sector Bands 
 

A graduated system of discounts based on the principles of a progressive income tax 
system, with sector specific bands 

 
Option 3 – Unified Bands 

 
This option would be the same as Option 2 but instead of each industry sector having its 
own set of bands there would be one unified set of bands for all industry sectors.   




     

14 

 
 

Sectors and groups affected 

Approved Sites 

 
6.29 The number of establishments in operation at any time is variable. We have therefore based this impact assessment on the number of 

fully-approved sites in each country that were in operation in 2013/14 and for which an assessment of eligibility for discount under the 
present system could be made, in order to assess the impact of the reforms on the basis of a comparison with discounts given to industry 
under the current system. The number of approved sites directly affected by the proposal is set out in Table 6. In summary, 1302 sites 
are all subject to the current discount system in GB; of these 674 (52%) currently receive a discount (see Table 7). 

 
Table 6 – Number of approved sites (currently receiving/ not receiving discount) 

 

Total Number of Establishments 
No. of Establishments NOT Receiving 

Discount 
No. of Establishments Receiving Discount 

 

GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL CUT Total GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL CUT Total GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL CUT Total 

England 38 42 33 208 750 1071 4 0 1 10 511 526 34 42 32 198 239 545 

Wales 0 2 2 24 57 85 0 0 0 0 35 35 0 2 2 24 22 50 

Scotland 18 2 2 28 96 146 1 0 0 4 62 67 17 2 2 24 34 79 

GB 56 46 37 260 903 1302 5 0 1 14 608 628 51 46 36 246 295 674 

Notes: GHE – Game Handling Establishments; PSL (Non-PIA) Poultry Slaughterhouse with no poultry inspection assistants (PIA); PSL (PIA) Poultry Slaughterhouse with PIA; RSL – Red Meat Slaughterhouse; CUT – 
Cutting Plant. 
 

Table 7 – Percentage of approved sites currently receiving discount 

% of Establishments Receiving Discount 

GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL CUT Total 

89% 100% 97% 95% 32% 51% 

0% 100% 100% 100% 39% 59% 

94% 100% 100% 86% 35% 54% 

91% 100% 97% 95% 33% 52% 
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Consumers 

 
6.30 It is envisaged that discount reform should act as an incentive to improve compliance, 

since there is a link between compliance and the cost of official controls, which would 
enhance consumer protection.  

 

Competent Authority (FSA): 

 
6.31 It is envisaged that there will be an on-going benefit to FSA GB as a result of proposed 

changes to the current Meat Charging discount system with a view to developing a 
simpler system that is relatively easier to administer than the current discounting 
system, which should equate in savings in administrative time for the FSA. A second 
on-going benefit is anticipated for FSA GB as a result of the removal of cutting plants 
from the discount system, removing cutting plants means FSA GB does not have to 
pay discounts the cutting sector and realises cost saving benefits. Alongside these two 
benefits there will be an on-going cost to the competent authority as a result of 
increasing the discount pot relative to the baseline year of 2013/14 (see paragraph 
6.20 for details). 
 

 

Analysis of Costs and Benefits  
 
7. Assumptions 

Discount Rate 

 
7.1 This impact assessment considers costs and benefits that extend into the future. 

Consequently, it is important for any monetised impacts to be expressed in present 
values to enable comparison between policy options. The discount rate used to 
generate these present values is defined in the Green Book1 as 3.5% per annum for 
any appraisal period of less than 30 years. 

 

Appraisal Period 

7.2 Guidance issued by the Department for Business, Innovation and Skills2 states that 
where a policy has costs and benefits that extend into the future and the policy has no 
identifiable end point, the impacts of the policy should be appraised over ten years. As 
this is the case for this policy, an appraisal period of ten years is used when 
considering the impact of costs and benefits in the future. 

 

                                            
1
 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/220541/green_book_complete.pdf 

2
 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/211981/bis-13-1038-better-regulation-framework-manual-

guidance-for-officials.pdf 
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Wage Rates and Gross Hourly Salary Costs 

 
7.3 Where an individual or company is required to spend time doing something additional 

as a result of the proposals identified in this impact assessment, the value of their 
time (referred to as the opportunity cost of time) is approximated using wage data 
from the Annual Survey of Hours and Earnings (ASHE)3. The wage data extracted 
from ASHE is then uprated by 30% to reflect nonwage costs such as employer 
pension or National Insurance contributions, in line with guidance from the Green 
Book and UK Standard Cost Model (SCM) Manual as published by the Department 
for Business Innovation and Skills (BIS)4. The exception is where time spent by FSA 
GB is valued, in which case an internal source of data is used. The rates used from 
this source are “Gross Hourly Salary Cost” and is not uprated by 30% as it already 
contains all non-wage costs. 

 
8. Cost and Benefit Estimates 
 

Option 1 – Do Nothing  
 

Cost of Option 1 
 

8.1 There are no incremental costs associated with this option; this is the baseline against 
which the other options will be assessed. 

 
Benefits of Option 1 

 
8.2 There are no incremental benefits associated with this option; this is the baseline 

against which the other options will be assessed. 
 

Option 2 Sector Bands – A graduated system of discounts based on the principles of 
a progressive income tax system, with sector specific bands. 

Costs of Option 2 

Costs to industry 

One-Off Familiarisation Costs 

 
8.3 Under preferred option 2 it is envisaged that there will be a small one-off cost to 

industry due to a need to familiarise themselves with the proposal to reform the current 
system of discounting for official control charges5.  

 
8.4 It is estimated that it will take approximately a total of one hour per business to read 

and familiarise themselves with the new arrangements. This estimate takes account of 
industry stakeholder’s prior knowledge of the reforms; having been involved in the 
Steering Group on Meat Charging (comprised of industry stakeholders and FSA 

                                            
3
 http://www.ons.gov.uk/ons/rel/ashe/annual-survey-of-hours-and-earnings/index.html 

4
 SCM Methodology: http://webarchive.nationalarchives.gov.uk/20121212135622/http://www.bis.gov.uk/files/file44505.pdf  

5
 Familiarisation costs are calculated using an established and consistent methodology based on the UK Standard Cost Model (SCM) Manual; 

while wage rates are based on average hourly pay rates taken from the Annual Survey of Hours and Earnings (ASHE) where we always use the 
median rate of pay (see paragraph 7.3 for details on methodology). 

http://webarchive.nationalarchives.gov.uk/20121212135622/http:/www.bis.gov.uk/files/file44505.pdf
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officials (for details see http://www.food.gov.uk/business-industry/committees/steering-
group-on-meat-charging).  

 
8.5 There are currently 1302 approved sites operating in Great Britain (GB) subject to the 

current discounting system that would be directly affected by the proposal. Table 6 
above (paragraph 6.29) displays the number of businesses affected in GB including the 
number of businesses receiving discount, broken down by location and sector. 

 
8.6 To quantify one-off familiarisation costs to industry we calculate the familiarisation cost 

per business by multiplying the hourly wage rate of a “manager of a farm” of £12.82, 
which is uprated by 30% to account for overheads in line with SCM methodology 
(£16.67 inclusive)6, by the one hour taken to understand the new charging 
arrangements, resulting in a familiarisation cost per business of £16.677. To quantify 
the total one-off familiarisation cost to industry we multiply the familiarisation cost per 
business by the number of businesses affected by the proposal. This results in an 
approximate one-off familiarisation cost to businesses in GB of approximately £21,7008, 
which per country equates to £17,850 in England, £1,420 in Wales and £2,430 in 
Scotland. Table 8 displays the familiarisation cost to industry broken down by GB 
country.  

  
Table 8 - Familiarisation cost to industry in Great Britain (GB)  

Country 
Affected Approved 

Sites 
Total Familiarisation 

Cost 

England 1071 £17,850 

Wales 85 £1,420 

Scotland 146 £2,430 

GB 1302 £21,700 
Note: Totals may not sum due to rounding. Costs are estimated by multiplying wage rates uplifted by 30% to account for overheads. 
This means that the wage rates reported in the text are approximate to two decimal places and when grossed may result in a 
rounding error. 

 
Equivalent Annual Net Costs (EANC) 

 
8.7 In order for ‟one-off” transition costs to be compared on an equivalent basis across 

policies spanning different time periods, it is necessary to “equivalently annualise” 
costs using a standard formula9. Under Standard HMT Green book guidance a discount 
rate of 3.5% is used. 

 
8.8 A total one-off cost to industry in GB is an estimated £21,700 (see table 8 above). This 

yields an Equivalent Annual Net Costs (EANC) of approximately £2,520 in GB over 10 
years, which per country equates approximately to £2,070 in England, £165 in Wales 
and £280 in Scotland. Table 9 displays the breakdown of the EANC per country. 

                                            
6
 Wage rate obtained from The Annual Survey of Household Earnings (revised 2013) (http://www.ons.gov.uk/ons/publications/re-reference-

tables.html?edition=tcm%3A77-337429 – table 14.6a). Median hourly wage of a “Managers and proprietors in agriculture and horticulture” 
(£12.82 which has been up-rated by 30% to cover overheads: £12.82 * (1 + 0.3)) = £16.67. 
7
 £16.67 = £16.67 (hourly wage) * 1 (hours needed to familiarise) 

8
 £21,704 (£21,700 rounded)  = £16.67 (gross hourly salary; including 30% mark-up)*1302 (number of approved sites) * 1 (hour needed to 

familiarise) 
9
 The annuity factor is essentially the sum of the discount factors across the time period over which the policy is appraised.  The equivalent 

annual cost formula is as follows:  

. 
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Table 9 – Equivalent Annual Net Cost (EANC) for Industry by country 

Country EANC 

England £2,070 

Wales £165 

Scotland £280 

GB £2,520 
Note: Totals may not sum due to rounding.  

 
On-going Costs: Discount Reform   
 

8.9 There would be no on-going cost to industry as a result of reforms to revise the current 
system of discounting apart from transfers (redistribution) between sectors (poultry, red 
meat and game handling) of the discount pot that has been ring-fenced, which 
essentially amounts to a zero-sum game for industry. The distributional impact of 
transfers between sectors by GB country and size of establishment is assessed in 
Annex B1 of the Impact Assessment (see page 50 onwards). 

 
Cutting Plants   

 
8.10 Under preferred Option 2 only cutting premises would be charged on a full cost basis 

as they cease to receive a discount on meat official control charges. There are 903 
cutting establishments currently operating in GB (see table 6) of which 295 currently 
receive a discount.  

 
8.11 To account for annual variation in discount charges received by cutting premises; we 

calculate lower and upper bound cost estimates based on the average annual growth 
in discount on official control charges using the last five years of available data 
(financial years 2009/10 – 2013/14). The analysis shows that on average, discounted 
charges vary by approximately -/+8% year on year. 

 
8.12 We estimate that removing the current discount would cost the cutting sector in GB 

between approximately £68,610 (lower bound) and £80,550 (upper bound) with a best 
estimate of £74,580 per annum. Table 10 shows the breakdown of the estimated 
annual cost to cutting premises per GB country.  

 
Table 10 – Estimated Annual Full cost Charge to Cutting Premises by GB Country 

Country 

Annual Full Cost Charge 

Lower 
Bound 

Upper 
Bound 

Best 
Estimate 

England £50,450 £59,230 £54,840 

Wales £5,930 £6,960 £6,440 

Scotland £12,230 £14,360 £13,300 

GB £68,610 £80,550 £74,580 

  Note: Totals may not sum due to rounding.  
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8.13 Over 10 years we estimate a total cost to the sector ranging from approximately 
£686,000 to £ 805,000 in GB with a best estimate of £746,000. Applying a discount 
rate of 3.5% as per HMT Green Book guidance yields a present value (PV) cost of 
approximately £642,000 (see table 11). 

 
 

Table 11 – GB Cutting Premises: Full Inspections Costs (Rounded) 
 

  
Cost 

(£000) 
Yr 0 Yr1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Total PV 

Annual 
Average  

F
u

ll
 I
n

s
p

e
c
ti

o
n

 

C
o

s
t 

Lower 
Bound 

£69 £69 £69 £69 £69 £69 £69 £69 £69 £69 £686 £591 £69 

Best 
Estimate 

£75 £75 £75 £75 £75 £75 £75 £75 £75 £75 £746 £642 £75 

Upper 
Bound 

£81 £81 £81 £81 £81 £81 £81 £81 £81 £81 £805 £693 £81 

Note: Totals may not sum due to rounding.  

 
 

Costs to Competent Authority (FSA) 

One-Off Familiarisation and Dissemination Costs to FSA GB 

 
8.14 We envisage there will be a small one-off cost to FSA GB for familiarisation and 

dissemination of information associated with the new meat charging discount system.  
 
FSA England 
 

8.15 It is expected that various grades of staff within the finance team will need to read and 
familiarise themselves with the new Meat Charging discount framework and 
disseminate the information to relevant colleagues. Table 12 below shows a 
breakdown of the familiarisation and dissemination costs by grade in England.  

 
8.16 The total familiarisation cost per grade is quantified by multiplying the number of FSA 

staff required to familiarise/disseminate (column A) by the estimated familiarisation/ 
dissemination time per staff (column B), to arrive at total familiarisation/dissemination 
time (hours) (column C). This is then multiplied by the respective gross hourly salary10 

for each grade (column D), resulting in the total familiarisation/dissemination cost per 
grade reported in column E11. The total familiarisation cost for FSA England is 
approximately £4,030 and total dissemination cost is approximately £445. However, it 
is assumed that the latter (total dissemination cost) will be equally apportioned between 
FSA England and FSA Wales. 

                                            
10

 Gross hourly salary obtained from FSA Accounting Management Accounts – The reported figure is the average gross hourly salary cost and 

includes National Insurance and Pension. 
11 Number of FSA Staff Required to Familiarise/ Disseminate * Familiarisation/ Dissemination Time per Staff = Total Familiarisation/ 
Dissemination Time 
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Table 12 – Familiarisation and Dissemination Costs to FSA England   

Grade 

No. of FSA 
Staff 

Required to 
Familiarise / 
Disseminate 

Familiarisation/ 
Dissemination 
Time per Staff 

Total 
Familiarisation/ 
Dissemination 

Time 

Gross 
Hourly 

Salary (£) 

Total 
Familiarisation/ 
Dissemination 

Cost 

Familiarisation A  B  C = A*B  D  E = C*D  

Senior Executive 
Officer (SEO) 

27 4 108 £26 £2,850 

Grade 7 (G7) 4 4 16 £33 £525 

Grade 6 (G6) 4 4 16 £41 £655 

Total Familiarisation 
Cost 

- - - - £4,030 

Dissemination           

SEO 1 7.5 7.5 £26 £200 

G7 1 7.5 7.5 £33 £245 

Total Dissemination 
Cost* 

- - - - £445 

            

Total Familiarisation 
and Dissemination * 
Costs 

- - - - £4,480 

* It is assumed that dissemination costs will be equally apportioned between FSA England and FSA Wales. 
Note: Totals may not sum due to rounding. Costs are estimated by multiplying gross hourly salary costs (including pension and 
national insurance). This means that the gross hourly salary costs reported in the text are approximate to two decimal places 
and when grossed may result in a rounding error. 

 
FSA Wales 
 

8.17 It is anticipated that two grades of staff within the finance team will need to read and 
familiarise themselves with the new Meat Charging discount framework. Table13 below 
shows the breakdown of familiarisation cost for each grade of staff in Wales. 

 
8.18 As with familiarisation costs in England (paragraph 8.16), we multiply the number of 

FSA staff required to familiarise by the estimated familiarisation time per staff. This is 
then multiplied by the respective gross hourly salary12 for each grade resulting in a total 
familiarisation cost per grade (reported in column E, Table 13), which totals 
approximately £480 for FSA Wales. 

 
Table 13 – Familiarisation costs to FSA Wales 

Grade 
No. of FSA 

Staff Required 
to Familiarise 

Familiarisation 
Time per Staff 

Total 
Familiarisation 

Time 

Gross 
Hourly 

Salary (£) 

Total 
Familiarisation 

Cost 

Familiarisation A  B  C = A*B  D  E = C*D  

SEO 3 4 12 £26 £315 

G6 1 4 4 £41 £165 

Total 
Familiarisation 
Cost 

- - - - £480 

Note: Totals may not sum due to rounding. This means that the gross hourly salary costs reported in the text are approximate to two decimal 
places and when grossed may result in a rounding error. 

 

                                            
12

 Gross hourly salary obtained from FSA Accounting Management Accounts – The reported figure is the average gross hourly salary cost and 

includes National Insurance and Pension.  
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Scotland 
 

8.19 It is predicted that various grades of staff within the finance team will need to familiarise 
themselves with the new Meat Charging discount system and disseminate the 
appropriate information, the costs of which are summarised and broken down by grade 
in Table 14. 

 
8.20 The total familiarisation cost for FSA Scotland is quantified using the same method as 

per England and Wales (see paragraphs 8.16 and 8.18). Total familiarisation and 
dissemination costs for FSA Scotland is approximately £785. Table 14 below shows 
the breakdown of familiarisation and dissemination costs for each grade of staff in 
Scotland. 

 
Table 14 – Familiarisation and Dissemination costs to FSA Scotland 

Grade 

No. of FSA 
Staff 

Required to 
Familiarise / 
Disseminate 

Familiarisation/ 
Dissemination 
Time per Staff 

Total 
Familiarisation/ 
Dissemination 

Time 

Gross 
Hourly 

Salary (£) 

Total 
Familiarisation/ 
Dissemination 

Cost 

Familiarisation A  B  C = A*B  D  E = C*D  

SEO 4 4 16 £26 £415 

G7 1 4 4 £33 £130 

G6 1 4 4 £41 £165 

Total Familiarisation 
Cost 

- - - - £710 

Dissemination           

Higher Executive 
Officer (HEO) 

1 4 4 £19 £75 

Total Dissemination 
Cost* 

- - - - £75 

Total Familiarisation 
and Dissemination 
Costs* 

- - - - £785 

* It is assumed that dissemination costs will be equally apportioned between FSA England and FSA Wales. 
Note: Totals may not sum due to rounding. This means that the gross hourly salary costs reported in the text are approximate to 
two decimal places and when grossed may result in a rounding error. 

 
Equivalent Annual Net Costs (EANC)  
 

8.21 As for industry (see above paragraph 8.7), the one-off cost to the FSA must also be 
expressed as equivalent annual net costs (EANC). A total one-off cost to FSA GB to 
familiarise with the reforms and disseminate information is approximately £5,755. This 
yields an EANC of approximately £665 over 10 years. Table 15 displays the EANC 
broken down by GB country. 

 
Table 15 - Equivalent Annual Net Cost (EANC) for FSA GB by country 

Country 
Total Familiarisation and 

Dissemination Cost 
EANC 

England £4,260 £495 

Wales £700 £80 

Scotland £795 £90 

GB £5,755 £665 

Note: Totals may not sum due to rounding. 
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One-Off Cost in Developing a New IT System to FSA GB 

 
8.22 FSA GB has estimated an initial one-off cost of approximately £150,000 to develop and 

build a new IT platform that will administer the new Meat Charging discounting system. 
It is envisaged that a single IT system will be developed for FSA GB (England, Wales 
and Scotland) by FSA staff and contractors.  

 
8.23 In accordance with HMT Green Book guidance13, this figure must be adjusted for 

“optimism bias”. This is because most IT projects are affected by optimism with a 
systematic tendency to understate costs due to uncertainty surrounding procurement, 
duration and specification for the project.  The Green Book advises using available 
project specific data based on recent IT development spend to make appropriate 
adjustments for optimism bias. However, at this stage there is no project specific data 
available; as the project is still in its early developmental phase. On this basis an 
“optimism bias” adjustment of 100%14 has been applied. This gives an upper bound 
estimate for total IT system build costs of approximately £300,000, with a lower bound 
estimate of £150,000 and a best estimate of approximately £225,00015 (see table 16 
below). 

 

Equivalent Annual Net Costs (EANC) 
 

8.24 As above (see paragraph 8.7), the one-off cost to the FSA must also be expressed as 
equivalent annual net costs (EANC). A total one-off IT cost to FSA GB is an estimated 
£225,500 (best estimate). This yields an Equivalent Annual Net Costs (EANC) of 
approximately £26,140 in GB over 10 years. This is set out in table 16 below.  

 
 
 
Table 16 – Upper and Lower Bound IT Costs/ EAC to FSA GB 

 

One-Off IT Costs to FSA GB 

Lower 
Bound 

Upper 
Bound 

Best 
Estimate 

EAC 
(Best 

Estimate) 

GB £150,000 £300,000 £225,000 £26,140 

 

One-Off Cost in IT System Training 

8.25 The FSA will need to provide training for FSA staff in order for them to be able to use 
the new IT system, which we envisage will be a one-off cost to the Agency.  

 
England & Wales  
 

8.26 It is predicted that a number of different grades of staff within the finance team will 
need to be trained on the new IT system that will administer the proposed reformed 
Meat Charging discount system. The total IT system training cost per grade is 
presented in Table 17 below. 

                                            
13

 HM Treasury The Green Book - Appraisal and Evaluation in Central Government (see: http://www.hm-

treasury.gov.uk/d/green_book_complete.pdf). 
14

 Consistent with Green Book Guidance - Review of Large Public Procurement in the UK, Mott MacDonald (2002)  

http://www.parliament.vic.gov.au/images/stories/committees/paec/2010-
11_Budget_Estimates/Extra_bits/Mott_McDonald_Flyvberg_Blake_Dawson_Waldron_studies.pdf  
15

 Calculated by taking the midpoint of the range: (£300,000 + £150,000)/2 = £225,000 

http://www.parliament.vic.gov.au/images/stories/committees/paec/2010-11_Budget_Estimates/Extra_bits/Mott_McDonald_Flyvberg_Blake_Dawson_Waldron_studies.pdf
http://www.parliament.vic.gov.au/images/stories/committees/paec/2010-11_Budget_Estimates/Extra_bits/Mott_McDonald_Flyvberg_Blake_Dawson_Waldron_studies.pdf
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8.27 Total IT system training cost is quantified by multiplying the number of staff requiring 

training per grade (column A) by the time needed per staff for training (column B), 
resulting in a total training time for each grade (column C). This is then multiplied by the 
respective gross hourly salary16 of each grade (column C * D) to arrive at the total 
training cost per grade (column E). One-off total IT system training costs for FSA 
England & FSA Wales is approximately £1,100. 

 
Table 17 – IT System training cost for FSA in England & Wales 

Grade 

Number of 
FSA Staff 
Requiring 
Training 

 Time 
Needed per 

Staff for 
Training 

Total 
Training 

Time 

Gross 
Hourly 

Salary (£) 

Total 
Training 

Cost 

 A  B  C = A*B  D  E = C*D  

SEO (Prepare and deliver training) 1 19 19 £26 £495 

SEO (Receive training) 1 4 4 £26 £105 

Executive Officer (EO)(Receive training) 4 2 8 £15 £120 

G7 (Prepare and deliver training) 1 11.5 11.5 £33 £380 

Total Training Cost - - - - £1,100 

Note: Totals may not sum due to rounding. This means that the gross hourly salary cost reported in the text are approximate to 
two decimal places and when grossed may result in a rounding error. 
 
Scotland 
 

8.28 It is expected that a few different grades of staff within the finance team will require 
training on the new Meat Charging administrative IT system, for which costs are 
presented in Table 18, broken down by grade.  

 
8.29 IT system training costs for FSA Scotland is quantified using the same method as per 

England and Wales (see paragraph 8.27). Total one-off IT system training costs for 
FSA Scotland is approximately £335. Table 18 below shows the breakdown of training 
costs for each grade of staff in Scotland.  

 
Table 18 – IT System training cost for FSA in Scotland 

Grade 

Number of 
FSA Staff 
Requiring 
Training 

 Time 
Needed per 

Staff for 
Training 

Total 
Training 

Time 

Gross 
Hourly 

Salary (£) 

Total 
Training 

Cost 

A B C = A*B D E = C*D 

HEO (Prepare and deliver training) 1 8 8 £19 £150 

EO (Receive training) 1 8 8 £15 £120 

G7 (Prepare and deliver training) 1 2.0 2 £33 £65 

Total Training Cost - - - - £335 

Note: Totals may not sum due to rounding. This means that the gross hourly salary costs reported in the text are approximate to 
two decimal places and when grossed may result in a rounding error. 
 

                                            
16

 Gross hourly salary cost obtained from FSA Accounting Management Accounts – The reported figure is the average gross hourly salary cost 

and includes National Insurance and Pension.  
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Equivalent Annual Net Costs (EANC) 
 

8.30 As above (see paragraph 8.7), the one-off cost to the FSA must also be expressed as 
equivalent annual net costs (EANC). A total one-off cost for IT training to FSA GB is an 
estimated £1,450. This yields an Equivalent Annual Net Costs (EANC) of 
approximately £170 in GB over 10 years. This is set out in table 19 below.  

 
 

Table 19 - Equivalent Annual Net Cost (EANC) for FSA GB by country 
 
 
 
 
 
 
 
On-going Cost to GB FSA in Funding Increase in Discount Pot  
 

8.31 The discount pot to be applied to the new meat charging system has been ring-fenced 
at a value of approximately £22.7m for GB. This represents an incremental increase 
compared to the 2013/14 baseline (valued at approximately £21.7m) with which Option 
2 is compared.  There will be an on-going cost to FSA GB of approximately £0.994m17 

per year, based on a best estimate, to fund this incremental increase. Over 10 years 
we estimate a total cost of approximately £9.94m. Applying a discount rate of 3.5% as 
per HMT Green Book guidance yields a present value (PV) cost of approximately 
£8.56m (see table 20). 

 
Table 20 – Funding Increase in Value of Discount Pot 

Cost 
(£000’s) 

Yr 0 Yr1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Total PV 
Annual 

Average 

Funding 
Increase 
in Value 
of 
Discount 
Pot 

£994 £994 £994 £994 £994 £994 £994 £994 £994 £994 £9,940 £8,556 £994 

Costs to Taxpayer 

 
8.32 Increasing the value of the discount pot paid to industry would transfer some of the cost 

of official controls from industry to the taxpayer. This cost has already been quantified 
under on-going costs to FSA GB (see paragraph 8.31). 

 
 
Total Cost of Option 2 
 

8.33 The total cost associated with policy Option 2 is estimated at between £10.81m and 
£11.08m over 10 years with a best estimate of £10.94m; an annual average cost of 
£1.10m. Once these costs are discounted at a rate of 3.5% over 10 years we obtain a 
present value total cost of £9.46m.  Total one-off and on-going costs associated with 
Option 2 are presented in table 21.

                                            
17

 £22,700,000 (Ring-fenced Discount Pot) - £21,706,000 (2013/14 Discount Pot) = £994,000 

Country 
Total Training 

Cost 
EANC 

England & Wales £1,110 £130 

Scotland £340 £40 

GB £1,450 £170 
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Table 21 – Option 2:  Total Cost  

Cost (£000’s) Yr 0 Yr1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Total PV 
Annual 

Average/ 
EAC 

INDUSTRY                           

One-off Costs                           

Familiarisation  £22 £0 £0 £0 £0 £0 £0 £0 £0 £0 £22 £22 £2.5 

On-going Costs                           

Cutting Sector (Removal of discount)                           

Lower Bound Estimate £69 £69 £69 £69 £69 £69 £69 £69 £69 £69 £690 £594 £69 

Best Estimate £75 £75 £75 £75 £75 £75 £75 £75 £75 £75 £750 £646 £75 

Upper Bound Estimate £81 £81 £81 £81 £81 £81 £81 £81 £81 £81 £810 £697 £81 

Total Cost to Industry  
             

Lower Bound Estimate £91 £69 £69 £69 £69 £69 £69 £69 £69 £69 £712 £616 £72 

Best Estimate £97 £75 £75 £75 £75 £75 £75 £75 £75 £75 £772 £667 £78 

Upper Bound Estimate £103 £81 £81 £81 £81 £81 £81 £81 £81 £81 £832 £719 £84 

COMPETENT AUTHORITY: FSA GB                           

One-off Costs                           

Familiarisation and Dissemination  £6 £0 £0 £0 £0 £0 £0 £0 £0 £0 £6 £6 £1 

IT Training £1 £0 £0 £0 £0 £0 £0 £0 £0 £0 £1 £1 £0 

IT System Build                           

Lower Bound Estimate £150 £0 £0 £0 £0 £0 £0 £0 £0 £0 £150 £150 £17 

Best Estimate £225 £0 £0 £0 £0 £0 £0 £0 £0 £0 £225 £225 £26 

Upper Bound Estimate £300 £0 £0 £0 £0 £0 £0 £0 £0 £0 £300 £300 £35 

On-going Costs                           

Increase in Discount Pot £994 £994 £994 £994 £994 £994 £994 £994 £994 £994 £9,940 £8,556 £994 

Total Cost to Competent Authority: FSA GB £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 £0 

Lower Bound Estimate £1,151 £994 £994 £994 £994 £994 £994 £994 £994 £994 £10,097 £8,713 £1,012 

Best Estimate £1,226 £994 £994 £994 £994 £994 £994 £994 £994 £994 £10,172 £8,788 £1,021 

Upper Bound Estimate £1,301 £994 £994 £994 £994 £994 £994 £994 £994 £994 £10,247 £8,863 £1,030 
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Cost (£000’s) Yr 0 Yr1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Total PV 
Annual 

Average/ 
EAC 

Total Cost to GB                           

Total Cost (Lower Bound) to GB £1,242 £1,063 £1,063 £1,063 £1,063 £1,063 £1,063 £1,063 £1,063 £1,063 £10,809 £9,329 £1,084 

Total Cost (Best Estimate) to GB £1,323 £1,069 £1,069 £1,069 £1,069 £1,069 £1,069 £1,069 £1,069 £1,069 £10,944 £9,456 £1,099 

Total Cost (Upper Bound) to GB £1,404 £1,075 £1,075 £1,075 £1,075 £1,075 £1,075 £1,075 £1,075 £1,075 £11,079 £9,582 £1,113 
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Benefits of Option 2 

Benefits to Industry 

On-going Benefit to Industry from an Increase in the Value of the Discount Pot  
 

8.34 It is envisaged that there would be an on-going benefit to industry. The discount pot to 
be applied to the new meat charging system has been ring-fenced at a value of 
approximately £22.70m in GB. This represents an incremental increase compared to 
the 2013/14 baseline (valued at approximately £21.71m) with which Option 2 is 
compared.  We estimate an on-going benefit to industry of approximately £0.994m1 per 
year. Over 10 years we estimate a total benefit of approximately £9.94m. Applying a 
discount rate of 3.5% as per HMT Green Book guidance yields a present value (PV) 
benefit of approximately £8.56m (see table 22). There would also be transfers 
(redistribution) between sectors (poultry, red meat and game handling) as result of the 
new charging system. The distributional impact of transfers between sectors by GB 
country and size of establishment is assessed in Annex B1 of the Impact Assessment 
(pp. 50). On-going benefit to industry from an increased discount pot is set out in table 
22 below. 

 
Table 22 – Ongoing Benefit to Industry: Increase in Value of Discount Pot 

Benefit 
(£000s) 

Yr 0 Yr1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Total PV 
Annual 

Average/ 
EAC 

Increase in 
Value of 
Discount 
Pot 

£994 £994 £994 £994 £994 £994 £994 £994 £994 £994 £9,940 £8,556 £994 

 

Reduced Administrative Burdens to Industry: Simplification of Discounting System  
 

8.35 The new meat charging discounting system is intended to be more transparent than the 
current system, for this reason we expect there to be some time savings for FBOs 
when reconciling monthly invoices for official controls. 

 
8.36 It is estimated that farm managers will save approximately 10 minutes per invoice 

reconciled and invoices are sent out on a monthly basis (12 invoices per year), giving 
an annual time saving of approximately two2 hours. There are currently 674 approved 
sites operating in GB that are currently receiving a discount and would therefore be 
affected by the proposal. To quantify the time saving benefits to industry we calculate 
the time saving benefit per business by multiplying the hourly wage rate of a “Managers 
and proprietors in agriculture and horticulture” of £16.673 by the two hours saved when 
reading new invoices, resulting in a time saving benefit per business of £33.344. To 
quantify the overall time saving benefit to industry we multiply the time saving benefit 
per firm by the number of businesses affected by the proposal. This results in an 

approximate annual time saving benefit in GB of £23,1005. Table 23 shows the 
breakdown of the estimated annual time saving per GB country.  

                                            
1
 £22,700,000 (Ring-fenced Discount Pot) - £21,706,000 (2013/14 Discount Pot) = £994,000 

2
 10 (number of minutes saved per invoice) * 12 (number of invoices received per year) = 2 hours 

3
 Wage rate obtained from The Annual Survey of Household Earnings (revised 2013) (http://www.ons.gov.uk/ons/publications/re-reference-

tables.html?edition=tcm%3A77-337429 – table 14.6a). Median hourly wage of a “Managers and proprietors in agriculture and horticulture” 
(£12.82 which has been up-rated by 30% to cover overheads: £12.82 * (1 + 0.3)) = £16.67. 
4
 £33.34 = £16.67 (hourly wage rate) * 2 (hours saved per year) 

5
 £23,138 (Rounded to £23,100) = £33.34 (Time saving per firm) * 694 (Number of approved sites) 
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Table 23 – Estimated Annual Time Saving by GB Country 

Country 
Annual 

Time Saving  

England £18,700 

Wales £1,700 

Scotland £2,800 

GB £23,100 

 
8.37 Over 10 years we estimate a total time saving to business of approximately £231,000 

in GB. Applying a discount rate of 3.5% as per HMT Green Book guidance yields a 
present value (PV) cost of approximately £199,000 (see table 24). 

 
Table 24– Estimated Annual Time Saving 

Benefit: Annual Time Saving to GB (£000’s) 

Yr 0 Yr1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Total PV 
Annual 
Average 

£23 £23 £23 £23 £23 £23 £23 £23 £23 £23 £231 £199 £23 

 

Non-Monetised Benefits to Industry 

On-going Efficiency Benefit 

 
8.38 The new meat charging discounting system could act as an incentive to industry to 

invest to maximise efficient use of official controls and encourage businesses to review 
their Statement of Resources with the FSA to reduce the resources required. This 
incentive could arise for plants that realise a fall in the level of discounts they receive. 
The proposed new meat charging discount system requires every plant to pay at least 
10% of the cost of inspection. In particular, this will impact on those businesses 
currently receiving a full discount of 100%; potentially encouraging businesses to 
increase the efficiency of their use of FSA resources.  Under the current discounting 
arrangements if an FBO is only paying, for example, £5 per hour for FSA staff time this 
may not incentivise them to use those resources as efficiently as possible.  Under the 
proposals for Option 2 a limited number of hours will be available at a particular 
discount rate and when those hours have been used the discount would fall.  While the 
additional hours in each band would only have the lower discount applied to the 
marginal hours falling into that band the fact that the discount would fall would be more 
of an incentive than the current system for an FBO to try to complete activities within 
the hours discounted at a higher rate.  As it is not possible to quantify this reduction, 
the benefit remains non-monetised. 

Benefits to Competent Authority (FSA) 

On-going benefits: Reduced Administrative Burdens 
 

England & Wales  

 
8.39 It is predicted that various grades of staff within the finance team will save time on an 

annual basis by no longer having to complete administrative tasks such as the annual 
discount calculation, printing and collating discount sheets and the quarterly calculation 
of the EU minimum. A summary of these cost savings is presented in Table 25, broken 
down by grade. 
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8.40 To quantify the annual cost savings from reduced admin time in FSA England & Wales 
we multiply the number of FSA staff with reduced duties (column A) by the amount of 
time each grade of staff will save per year (column B), which calculates the total annual 
time saving per grade (column C). The total annual cost saving/benefit is then 
calculated by multiplying the total time saving per grade (column C) by the respective 
gross hourly salary6 of each grade, resulting in a total annual benefit to FSA England 
and FSA Wales for each grade reported in column E. Total cost savings for FSA 
England and FSA Wales is estimated at approximately £4,040 per annum. 

 
Table 25 – Reduced Administrative Burdens for FSA in England & Wales 

Grade 

No.  of 
FSA Staff 
Requiring 
Training 

 Time 
Saving 

per 
Staff 

Total 
Time 

Saving 

Gross 
Hourly 

Salary (£) 

Total 
Annual Cost 

Saving/ 
Benefit  (£) 

 A B C = A*B D E = C*D 

EO  1 119 119  £15 £1,815 

SEO  1 56.5 56.5 £26 £1,490 

G7 1 16 16 £33 £530 

Senior Civil Servant (SCS) 1 5 5 £41 £205 

Total Benefit - - - - £4,040 

Note: Totals may not sum due to rounding. This means that the gross hourly salary costs reported in the text are 
approximate to two decimal places and when grossed may result in a rounding error. 

 

 
Scotland 

 
8.41 It is anticipated a few grades of staff within the finance team will save time annually by 

no longer having to complete a number of processes that were required under the old 
Meat Charging discount system. These cost savings are presented in Table 26 below, 
broken down by grade. 

 
8.42 Cost savings for FSA Scotland is quantified using the same method as per England 

and Wales (see paragraph 8.40). Total cost savings for FSA Scotland is estimated at 
approximately £1,420 per annum. 

 
Table 26 – Reduced Administrative Burdens for FSA in Scotland 
 

Grade 

No. of FSA 
Staff 

Requiring 
Training 

 Time 
Saving per 

Staff 

Total Time 
Saving 

Gross 
Hourly 

Salary (£) 

Total Annual 
Cost Saving/ 

Benefit (£) 

 A B C = A*B D E = C*D 

EO  1 22.5   £15 £340 

HEO  1 52.5   £19 £980 

G7 1 3   £33 £100 

Total Benefit - - - - £1,420 

  
Note: Totals may not sum due to rounding. This means that the gross hourly salary costs reported in the text are approximate to 
two decimal places and when grossed may result in a rounding error. 
 

                                            
6
 Gross hourly salary cost obtained from FSA Accounting Management Accounts – The reported figure is the average gross hourly salary cost 

and includes National Insurance and Pension.  
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8.43 This results in an approximate annual time saving benefit in GB of approximately 

£5,470. Over 10 years we estimate a total time saving to FSA GB of approximately 
£54,700 in GB. Applying a discount rate of 3.5% as per HMT Green Book guidance 
yields a present value (PV) cost of approximately £47,100 (see table 27). 

 
Table 27 – Reduced Administrative Burdens for FSA GB 
 

Benefit: Total Reduced Administrative Burdens for FSA GB (£000s) 

Yr 0 Yr1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Total PV 
Annual 
Average 

£5.5 £5.5 £5.5 £5.5 £5.5 £5.5 £5.5 £5.5 £5.5 £5.5 £54.7 £47.1 £5.5 

 
 

On-going benefits: Discount Reform   
  

Cutting Plants   
 

8.44 We envisage that removing the current discount received by cutting premises in GB 
would generate an on-going benefit for FSA GB in the form of annual cost savings. 
There are 903 cutting establishments currently operating in GB (see table 6) of which 
295 currently receive a discount.  

 
8.45 To account for annual variation in discount charges received by cutting premises; we 

calculate lower and upper bound cost estimates based on the average annual growth 
in discount on official control charges using the last five years of available data 
(2009/10 – 2013/14). The analysis shows on average that discounted charges vary by 
approximately -/+8% year on year.  

 
8.46 We estimate that removing the current discount would yield a benefit to FSA GB of 

approximately £68,610 (lower bound) and £80,550 (upper bound) with a best estimate 
of £74,580 per annum. Table 28 shows the breakdown of the annual benefits to the 
FSA per GB country.  

 
 

Table 28 – Estimated Annual Savings to FSA GB:  Removal of Discount (Cutting Premises) by GB 
Country 

Country 

Annual Full Cost Charge 

Lower 
Bound 

Upper 
Bound 

Best 
Estimate 

England £50,450 £59,230 £54,840 

Wales £5,930 £6,960 £6,440 

Scotland £12,230 £14,360 £13,300 

GB £68,610 £80,550 £74,580 

     Note: Totals may not sum due to rounding.  

 
8.47 Over 10 years we estimate a total benefit to the sector ranging from approximately 

£686,100 and £805,500 in GB with a best estimate of £745,800. Applying a discount 
rate of 3.5% as per HMT Green Book guidance yields a best estimate present value 
(PV) benefit of approximately £642,000 (see table 29). 
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Table 29 –Benefit to FSA GB: Removal of Discount (Cutting Premises)  
 

  
Benefit 
(£000s) 

Yr 0 Yr1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Total PV 
Annual 
Average 

R
e
m

o
v
a
l 

o
f 

D
is

c
o

u
n

ts
 

Lower 
Bound 

£69 £69 £69 £69 £69 £69 £69 £69 £69 £69 £686 £591 £69 

Best 
Estimate 

£75 £75 £75 £75 £75 £75 £75 £75 £75 £75 £746 £642 £75 

Upper 
Bound 

£81 £81 £81 £81 £81 £81 £81 £81 £81 £81 £805 £693 £81 

Note: Totals may not sum due to rounding.  

Benefits to consumer 

 
8.48 Discount reform should act as an incentive to improve compliance, since there is a link 

between compliance and the cost of official controls, which would enhance consumer 
protection.  

Benefits to Taxpayer 

 
8.49 Removing the discount currently received by cutting premises would transfer the cost 

from the taxpayer directly to the cutting sector. Savings would also be realised to the 
taxpayer through reductions in administrative burdens associated with administering a 
new and simplified meat charging system. These benefits have already been quantified 
under benefits to Competent Authority (FSA) (see paragraph 8.47). 

Total Benefits of Option 2 

8.50 The total benefit associated with policy Option 2 is estimated at between £10.92m and 
£11.04m over 10 years with a best estimate of £10.98m; an annual average benefit of 
approximately £1.10m. Once these benefits are discounted at a rate of 3.5% over 10 
years we obtain a present value best estimate total benefit of £ £9.45m.  Total on-going 
benefits associated with Option 2 are presented in Table 30.
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Table 30 – Total Benefits of Option 2 

Benefit (£000’s) Yr 0 Yr1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Total PV 
Annual 

Average/ 
EAC 

INDUSTRY                           

On-going Benefits                           

Reduced Administrative Burdens  £23 £23 £23 £23 £23 £23 £23 £23 £23 £23 £230 £198 £23 

Increase in Value of Discount Pot £994 £994 £994 £994 £994 £994 £994 £994 £994 £994 £9,940 £8,556 £994 

Total Benefit to Industry                            

Total Benefit to Industry  £1,017 £1,017 £1,017 £1,017 £1,017 £1,017 £1,017 £1,017 £1,017 £1,017 £10,170 £8,754 £1,017 

COMPETENT AUTHORITY: FSA GB                           

On-going Benefits                           

Reduced Administrative Burdens  £5.5 £5.5 £5.5 £5.5 £5.5 £5.5 £5.5 £5.5 £5.5 £5.5 £55.0 £47.3 £5.5 

Removal of Cutting Plants from Discount System                           

Lower Bound Estimate £69 £69 £69 £69 £69 £69 £69 £69 £69 £69 £690 £594 £69 

Best Estimate £75 £75 £75 £75 £75 £75 £75 £75 £75 £75 £750 £646 £75 

Upper Bound Estimate £81 £81 £81 £81 £81 £81 £81 £81 £81 £81 £810 £697 £81 

Total Benefit to Competent Authority: FSA GB                           

Lower Bound Estimate £75 £75 £75 £75 £75 £75 £75 £75 £75 £75 £745 £641 £75 

Best Estimate £81 £81 £81 £81 £81 £81 £81 £81 £81 £81 £805 £693 £81 

Upper Bound Estimate £87 £87 £87 £87 £87 £87 £87 £87 £87 £87 £865 £745 £87 

Total Benefit to GB                           

Total Benefit (Lower Bound) to GB £1,092 £1,092 £1,092 £1,092 £1,092 £1,092 £1,092 £1,092 £1,092 £1,092 £10,915 £9,395 £1,092 

Total Benefit (Best Estimate) to GB £1,098 £1,098 £1,098 £1,098 £1,098 £1,098 £1,098 £1,098 £1,098 £1,098 £10,975 £9,447 £1,098 

Total Benefit (Upper Bound) to GB £1,104 £1,104 £1,104 £1,104 £1,104 £1,104 £1,104 £1,104 £1,104 £1,104 £11,035 £9,499 £1,104 

Note: Totals may not sum due to rounding.  
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Net Benefits of Option 2 

8.51 Preferred policy Option 2 generates a net benefit ranging from £106,100 to -£43,900 with a positive best estimate of £31,100. Once 
discounted at a rate of 3.5% this gives a net present value range of £66,360 to -£83,640; with a negative best estimate of -£8,640. Table 
31 below displays the net benefit of the preferred option. 

 
Table 31 – Net Benefits of Option 2 

Benefit (£000’s) Yr 0 Yr1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Total PV 
Annual 

Average/ 
EAC 

Total Cost to GB                           

Total Cost (Lower Bound) to GB £1,242 £1,063 £1,063 £1,063 £1,063 £1,063 £1,063 £1,063 £1,063 £1,063 £10,809 £9,329 £1,084 

Total Cost (Best Estimate) to GB £1,323 £1,069 £1,069 £1,069 £1,069 £1,069 £1,069 £1,069 £1,069 £1,069 £10,944 £9,456 £1,099 

Total Cost (Upper Bound) to GB £1,404 £1,075 £1,075 £1,075 £1,075 £1,075 £1,075 £1,075 £1,075 £1,075 £11,079 £9,582 £1,113 

Total Benefit to GB                           

Total Benefit (Lower Bound) to GB £1,092 £1,092 £1,092 £1,092 £1,092 £1,092 £1,092 £1,092 £1,092 £1,092 £10,915 £9,395 £1,092 

Total Benefit (Best Estimate) to GB £1,098 £1,098 £1,098 £1,098 £1,098 £1,098 £1,098 £1,098 £1,098 £1,098 £10,975 £9,447 £1,098 

Total Benefit (Upper Bound) to GB £1,104 £1,104 £1,104 £1,104 £1,104 £1,104 £1,104 £1,104 £1,104 £1,104 £11,035 £9,499 £1,104 

Net Benefit to GB                           

Net Benefit (Lower Bound) to GB -£150 £29 £29 £29 £29 £29 £29 £29 £29 £29 £106 £66 £8 

Net Benefit (Best Estimate) to GB -£225 £29 £29 £29 £29 £29 £29 £29 £29 £29 £31 -£9 -£1 

Net Benefit (Upper Bound) to GB -£300 £29 £29 £29 £29 £29 £29 £29 £29 £29 -£44 -£84 -£10 

Note: Totals may not sum due to rounding.  
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Distributional Analysis of Option 2 – Distribution of impact between approved sites, analysis 
by Sector and Size of site  

 
8.52 The distributional impact of the proposals for reform of the discount system can be 

assessed in terms of transfers between sectors, based on the number of approved 
sites that stand to either gain or lose from the reforms; including nominal/ monetary 
impacts and changes in the share of discount pot allocations.  

 
8.53 At present there is no formal definition for size of a site. For the purpose of this analysis 

site size is measured using inspection hours, which has been used to group sites into 
quintiles across all affected sectors: Red Meat Slaughter (RSL), Non-PIA Poultry 
Slaughter  (PSL (Non-PIA), PIA Poultry Slaughter  (PSL (PIA)) and Game Handling 
Establishments (GHE). Quintiles divide a given range of data into five equal parts. Sites 
were ranked based on the number of inspector hours used, and divided into fifths, 
which were ordered from the lowest 20% in terms of inspector hours used (1st quintile) 
to the top 20% (5th quintile).  

 
8.54 Under Option 2, the largest number of winners appears to fall within the 1st quintile 

(micro/small sites). At sector level, Red Meat (RSL) sites appear to have the largest 
number of winners. However, the sector also has the largest number of approved sites 
(see Graph 1 below). 

 
Graph 1 – GB Number of Winners, Losers, No Change by Site, Sector and Size/ Quintile (Option 2) 
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8.55 A nominal/monetary assessment of the distributional impact shows the Poultry without 
PIA (PSL (Non-PIA) sector as the largest loser compared to other meat sectors; gains 
from the reforms appear heavily skewed towards the Red Meat and Poultry with PIA 
sectors (see Table 32 below). 

 
Table 32 – GB Absolute Change (Monetary Impact) Discount by Sector and Size/Quintile (Option 2) 
 

  

GB 

  

GHE 
PSL (Non-

PIA) 
PSL (PIA) RSL 

1st Quintile  £10,500 -£800 £0 £3,400 

2nd Quintile  -£4,400 -£4,100 £5,600 £7,300 

3rd Quintile  -£43,300 -£53,700 £7,100 £9,700 

4th Quintile  £0 -£195,200 £1,600 £226,500 

5th Quintile  £0 -£595,600 £223,500 £1,395,500 

 
 
Option 3 Unified Bands – A graduated system of discounts based on the principles of a 
progressive income tax system, with one single set of bands. 

Costs of Option 3 

8.56 It is not expected that costs to Industry and FSA GB under Option 3 will be different 
from the costs assumed under Option 2, which are discussed in paragraphs 8.3 - 8.33. 
However, the distributional impact of transfers (redistribution) between sectors (poultry, 
red meat and game handling) under Option 3 will be different from that of Option 2. The 
distributional impact of transfers between sectors by GB country and size of site for 
Option 3 is assessed in the summary of distributional impacts below (see pp. 37 - 38). 
More detailed analysis is presented in Annex B1 of the Impact Assessment.  

 
 
Total Cost of Option 3 
 

8.57 In summary, the total cost associated with policy Option 3 is expected to be unchanged 
from Option 2, as discussed in paragraph 8.33, summarised in table 21. Total cost are 
expected to be between  £10.81m and £11.08m over 10 years with a best estimate of 
£10.94m (£9.46m (PV))  

 
Benefits of Option 3 

Benefits to Industry 

8.58 It is not expected that benefits to Industry and FSA GB under Option 3 will be different 
from the costs assumed under Option 2, which are discussed in paragraphs 8.34 - 
8.50. However, the distributional impact of transfers (redistribution) between sectors 
(poultry, red meat and game handling) under Option 3 will be different from that of 
Option 2. As above, distributional impact of transfers between sectors by GB country 
and size of site for Option 3 is assessed in the summary of distributional impacts below 
(see pp. 37 - 38). More detailed analysis is also presented in Annex B1 of the Impact 
Assessment.  
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Total Benefits of Option 3 

8.59 In summary, the total benefit associated with policy Option 3 is expected to be 
unchanged from Option 2, as discussed in paragraph 8.50, summarised in table 30. 
Total benefits are expected to be between £10.92m and £11.04m over 10 years with a 
best estimate of £10.1m (£9.45m (PV)). 

 

Net Benefits of Option 3 

8.60 The total net benefits associated with policy Option 3 is expected to be unchanged 
from Option 2, as discussed in paragraph 8.51, summarised in table 31. Total net 
benefits are expected to be between £106,100 and -£43,900 with a best estimate of 
£31,100 (-£8,640 PV). 

 
 
Distributional Analysis of Option 3 – Distribution of Impact Between Approved Sites, 
Analysis by Sector and Size of Site  
 

8.61 Under Option 3, the largest number of winners appears to fall within the 1st quintile 
(micro/small sites). At sector level, Red Meat (RSL) sites appear to have the largest 
number of winners. However, the sector also has the largest number of approved sites 
(see Graph 2 below). 

 
 
Graph 2 – GB Number of Winners, Losers, No Change by Site, Sector and Size/ Quintile (Option 3) 

 
 

 
8.62 A nominal/monetary assessment of the distributional impact shows the Poultry without 

PIA (PSL (Non-PIA) sector as the largest loser compared to other meat sectors; gains 
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from the reforms appear heavily skewed towards the Red Meat and Poultry with PIA 
sectors (see Table 33 below). However, compared to Option 2 a larger number of 
approved sites will stand to lose from the reforms under Option 3.  

 
 
 
 
Table 33 – GB Absolute Change (Monetary Impact) Discount by Sector and Size/Quintile (Option 3) 
 

  

GB 

  

GHE 
PSL (Non-

PIA) 
PSL (PIA) RSL 

1st Quintile  £12,900 -£1,700 £0 £1,900 

2nd Quintile  £5,100 -£10,200 £3,500 -£5,300 

3rd Quintile  £7,400 -£81,200 £3,200 -£17,800 

4th Quintile  £0 -£232,400 -£18,100 £224,200 

5th Quintile  £0 -£575,600 £193,000 £1,484,700 
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Sensitivity Analysis 
 

9. The Meat Charging discount model was subject to in house quality assurance testing, which involved model sensitivity analysis on the 
key result drivers26 (KRDs) of the model. Five KRDs were identified and analysed. The method of testing and results are discussed in the 
table below: 

 
Table 34 – Sensitivity Analysis KRD 
KRD Description of KRD Sensitivity Analysis Results 

Value of 
Ring-fenced 
Discount Pot 

The proposed system has a ring-fenced discount pot of £22.7m for the whole of GB. 
One of the underlying assumptions of the proposal is that 100% of the discount pot 
must be allocated. Because of this assumption the value of the ring-fenced discount 
pot will play a significant deterministic role on the discount rates for each band of the 
proposed discount system. Any changes to the value of the discount pot will have 
knock on effects to the discount rates in each band, which must change to ensure 
100% of the discount pot is allocated. 

The value of the GB pot was adjusted 
by:  
-20%, -10%, -5%, 5%, 10% and 20%. 
The model was still able to set discount 
rates that meet the conditions of the 
discount system, i.e. 100% of the 
discount pot is allocated as discounts. 

Error produced for +20% increase in discount 
pot but model found feasible solution to all 
other outcomes. - See note on error. 

EU Minimum 
Requirement 

Each approved establishment is set an EU Minimum charge that corresponds to the 
level of throughput of the plant. If the invoice generated by the FSA is less than the 
EU Minimum, the plant will be automatically charged the EU Minimum. Therefore, the 
EU Minimum can have a significant impact on the output of the model i.e. final 
invoices and final discounts. 

Ensure model updates EU Minimum 
requirements correctly from data 
source and applies the condition to the 
output of the model. 

EU Minimum Throughput, EU Requirement 
data and EU Requirement updated accordingly 
(the latter is the minimum of the first two). 
 

Plant Hour 
Data 

Each approved establishment uses a specific number of inspection hours to 
complete official controls. Since the invoice they are charged depends on the number 
of inspection hours used, this is the main driver of the model (final invoices) in terms 
of output. The total number of hours in the industry, across sectors, is also the main 
determinant of the band thresholds and number of hours in each band. Therefore, 
any fluctuation in hours will have significant knock on effects to final invoices, final 
discounts and band thresholds. 

Hours were changed by X% and final 
invoices checked to see if they reflect 
the impact of the change. 

Direction correct - percentage change of KRD 
does not directly correlate with percentage 
change of output so this is n/a. 

Hourly 
Inspector 
Wage Rates 

The value of the final invoice each approved establishment receives will depend on 
the number of inspection hours utilised and the wage rate of each type of inspector 
(OV and MHI wage rates are different). Therefore, any changes to wage rates will 
have significant impact on final charges. 

Hourly inspector rates for Official 
Veterinarians and Meat Hygiene 
Inspectors were adjusted by 100%, 
20% and -20% and invoices were 
checked to see if the direction and 
percentage change corresponds to 
these adjustments. 

Direction and percentage change as expected. 

                                            
26

 Key Result Drivers are assumptions or inputs of the model that have a significant impact on the output.  
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Option 2 Sensitivity Analysis Results 
 

9.1 Tables 35 and 36 below show the results of sensitivity analysis carried out for both 
Industry and FSA GB respectively on the ring-fenced discount pot. Column E (“New 
Best Estimate NPV”) shows the impact of adjusting the ring-fenced discount pot on 
NPV.  

 
Table 35 – Sensitivity Analysis Results for Industry 

     

GB Discount 
Pot 

Percentage 
Change in 
Discount 
Pot 

New 
Discount Pot 

Original 
Best 
Estimate 
NPV for 
Industry 

New Best 
Estimate NPV 
for Industry 

(A) (B) (C) (D) (E) 

£22,700,000 -20% £18,160,000 £8,088,667 -£30,990,404 

£22,700,000 -10% £20,430,000 £8,088,667 -£11,450,773 

£22,700,000 -5% £21,565,000 £8,088,667 -£1,681,026 

£22,700,000 5% £23,835,000 £8,088,667 £17,858,413 

£22,700,000 10% £24,970,000 £8,088,667 £27,628,151 

£22,700,000 20% £27,240,000 £8,088,667   

 
Table 36 – Sensitivity Analysis Results for FSA GB 

     
GB Discount 
Pot 

Percentage 
Change in 
Discount 
Pot 

New 
Discount Pot 

Original 
Best 
Estimate 
NPV for FSA 

New Best 
Estimate NPV 
for FSA 

(A) (B) (C) (D) (E) 

£22,700,000 -20% £18,160,000 -£8,096,409 £30,982,660 

£22,700,000 -10% £20,430,000 -£8,096,409 £11,443,030 

£22,700,000 -5% £21,565,000 -£8,096,409 £1,673,282 

£22,700,000 5% £23,835,000 -£8,096,409 -£17,866,157 

£22,700,000 10% £24,970,000 -£8,096,409 -£27,635,895 

£22,700,000 20% £27,240,000 -£8,096,409   

 
9.2 Reducing the value of the ring-fenced discount pot results in a fall in NPV for industry 

while the converse holds for FSA GB, which sees a corresponding fall in its NPV. This 
is because a decrease in the value of the discount pot equates to a reduction in overall 
discounts received by industry. At the other end of the spectrum, increasing the ring-
fenced discount pot will have the opposite effect, where higher discounts are paid out 
to industry; at an increased cost for FSA GB. 
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Option 3 Sensitivity Analysis Results 
 

Table 37 – Sensitivity Analysis Results for Industry 

     
GB Discount 
Pot 

Percentage 
Change in 
Discount 
Pot 

New 
Discount 
Pot 

Original Best 
Estimate NPV 
for Industry 

New Best 
Estimate NPV for 
Industry 

£22,700,000 -20% £18,160,000 £8,088,660 -£30,990,303 

£22,700,000 -10% £20,430,000 £8,088,660 -£11,450,711 

£22,700,000 -5% £21,565,000 £8,088,660 £1,673,212 

£22,700,000 5% £23,835,000 £8,088,660 £17,858,413 

£22,700,000 10% £24,970,000 £8,088,660 £27,628,127 

£22,700,000 20% £27,240,000 £8,088,660   

 
Table 38 – Sensitivity Analysis Results for FSA GB 

 
    

GB Discount 
Pot 

Percentage 
Change in 
Discount 
Pot 

New 
Discount 
Pot 

Original Best 
Estimate NPV 
for FSA 

New Best 
Estimate NPV for 
FSA 

£22,700,000 -20% £18,160,000 -£8,096,401 £30,982,560 

£22,700,000 -10% £20,430,000 -£8,096,401 £11,442,967 

£22,700,000 -5% £21,565,000 -£8,096,401 -£1,680,956 

£22,700,000 5% £23,835,000 -£8,096,401 -£17,866,156 

£22,700,000 10% £24,970,000 -£8,096,401 -£27,635,870 

£22,700,000 20% £27,240,000 -£8,096,401   

 
Unsolvable NPV for +20% adjustment to Discount Pot in Sensitivity Analysis 
 

9.3 The discount pot has two conditions of the proposed discount system: 1) everyone 
must pay at least 10% of inspection cost, which means the highest discount rate that 
can exist for any band is 90%. 2) The entirety of the ring-fenced discount pot must be 
allocated as discounts. 

 
9.4 If the ring-fenced discount pot were increased by 20% (to a value of £27,240,000), it 

would not be possible for the model to calculate discount rates for each band nor 
allocate the entirety of the discount pot. This scenario only holds when the discount 
rate is greater than 90% for one or more of the six bands.  

 
9.5 In administering the proposed system, it is not envisaged that the discount pot would 

increase anywhere near the order of this magnitude.   Such a scenario is only likely to 
occur if we are to see significant growth in the number firms entering the sector. 
However, in the last 30 years the meat industry has observed significant structural 
change where consolidation and rationalisation of large-scale establishments has taken 
place as the number of small-scale operators has diminished.      
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Risks and assumptions 

 
9.6 Table 39 below outlines the risks identified with the proposed change in the system of 

discounts on meat official controls charges: 
 

Table 39 – Risk of Proposed Discounts 

Risk Outline description of risk Response / mitigation of risk 

1. Adverse impact on 

public health 

 The remit of the Steering 

Group included a 

requirement that any 

proposals should not have 

any adverse impact on 

current levels of compliance 

with the relevant legislation. 

 The proposals meet this 

requirement. 

2. More expensive 

meat for the 

consumer 

 Changing the current system 

of discounts on meat official 

control charges will lead to 

an increase in the price of 

meat. 

 The Steering Group has 

worked with a set discount 

pot for distribution 

 The proposal will lead to a 

redistribution of the discount 

within the meat industry with 

no increase in overall cost 

 The charges for official 

controls represent a relatively 

small proportion of the overall 

costs of production. 

3. Greater expense 

for the meat 

industry 

 Changes to the current 

discounting arrangements 

could have adverse impact 

on the meat industry with the 

level of discount reducing 

and the charges increasing. 

 The Steering Group has 

worked with a set discount 

pot for distribution 

 The proposal will lead to a 

redistribution of the discount 

within the meat industry with 

no increase in overall cost 

 The charges for official 

controls represent a relatively 

small proportion of the overall 

costs of production. 

4. Greater expense 

for the FSA / 

taxpayer 

 Changes to the current 

discounting arrangements 

could have an adverse 

impact on the FSA / taxpayer 

with the level of discount to 

the meat industry increasing. 

 The proposal will lead to a 

redistribution of the discount 

within the meat industry 

 The proposal will lead to a 

redistribution of the discount 

within the meat industry with 

no increase in overall cost 

 The charges for official 
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Risk Outline description of risk Response / mitigation of risk 

controls represent a relatively 

small proportion of the overall 

costs of production. 

5. The level of 

discount could 

vary significantly 

 Under the proposals discount 

bands will have to be set for 

the year in advance based on 

historical data.  If demand for 

FSA resources is more or 

less than the period for which 

data is used to set the 

discount bands the FSA 

could under or over recover 

on forecast revenues. 

 

 The Steering Group has 

been working with a discount 

pot of £25.1m.  £22.7m for 

GB and £2.4m for Northern 

Ireland). 

 The Steering Group had to 

work within a set remit 

 The level of discount is 

largely a function of the level 

of activity and if the activity 

increases so would the 

amount of the discount. 

6. Restructuring in 

the industry 

 Significant restructuring in 

the industry (through mergers 

and acquisitions) could lead 

to further consolidation in the 

industry and more efficient 

use of FSA resources.  This 

could make the current level 

of discount disproportionately 

high. 

 The available discount pot 

could be re-evaluated to 

bring it back into line with the 

split between the proportion 

of costs discounted when the 

proposals were developed. 

7. Significant 

development in 

Europe impacting 

on FSA charges 

 The European legislation 

governing charges for meat 

official controls ((EC) 

882/2004) is currently subject 

to review which is likely to 

have some impact on the 

way charges are levied for 

meat official controls. 

 The review of 882/2004 is not 

due to be completed until the 

end of 2015 with new 

legislation introduced in 2016 

with the aim of 

implementation by 2019. 

 The Steering Group was 

aware of this pending change 

to the legislation and aimed 

in the development of 

proposals to include as much 

future proofing as possible 

 The system proposed of 

discount bands applied to full 

cost charges is a flexible 

structure which would not 

conflict with the draft 

proposals that have been 

seen from the European 
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Risk Outline description of risk Response / mitigation of risk 

Commission 

 

8. Increase in take 

up of the option to 

use Plant 

Inspection 

Assistants (PIAs) 

in poultry 

slaughterhouses 

 A significant increase in the 

take up of PIAs would result 

in a transfer of responsibility 

for carrying out official 

controls to FBOs.  This would 

reduce number of Meat 

Hygiene Inspector 

chargeable hours.  It is 

unlikely that FSA overheads 

would fall proportionately, as 

a result of loss of economies 

of scale, and so the overall 

hourly charge rate would 

increase. 

 

 Although the hourly rate may 

increase less hours would be 

being charged and so overall 

industry would be charged 

less. 

9. The proposals are 

a distortion of the 

current market 

situation 

 The proposals for discount 

reform would be an 

intervention in the market 

and as such they represent a 

distortion of the current 

situation. 

 

 The current discounts are 

inequitable and treat 

comparable premises very 

differently. 

 While an intervention in the 

market to introduce new 

discounts will distort the 

current situation it seeks to 

correct the current 

inequitable system with 

something more balanced 

and consistent. 

 

10. The proposals use 

historical data 

 The analysis and the 

development of discount 

proposals has been based on 

data from 2013/14. 

 The Steering Group agreed 

to the methodology used for 

the economic analysis that 

informed its work 

 The use of historical data is 

valid approach to the 

economic modelling. 
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9.7 In developing the proposals for discount reform it has been assumed that throughput of 
animals slaughtered and meat subject to cutting and the demand for FSA resources to 
carry out official controls will remain constant.  In addition it has been assumed that the 
overall level of discount and the charges for official controls will remain at current 
levels. 

Monitoring 

 
9.8 The FSA will monitor the delivery of the proposal in UK in accordance with their usual 

procedures. The policy will be reviewed within one year of completion of 
implementation to establish its actual costs and benefits and the achievement of its 
desired objectives.  

 
Enforcement 
 

9.9 These proposals will be implemented under the existing Meat (Official Controls 
Charges) (England) Regulations and equivalent legislation in Northern Ireland, 
Scotland and Wales.  

Sanctions 
 

9.10 Sanctions are contained in the current Regulations, which are considered to be 
proportionate and the minimum needed to enable charging policy to be implemented 
effectively.  

Competition Assessment 
 

9.11 In the last 25-30 years a significant structural change has taken place in the meat 
industry with the consolidation and rationalisation of large scale establishments as the 
number of smaller scale operations diminish. The industry appears to have become a 
two tier market where only large scale slaughterhouses can service the needs of large 
retailers and have integrated their facilities and operations to benefit from economies of 
scale and take advantage of the increasingly value added processes along the supply 
chain, while the majority of the smaller establishments do not have the scale and 
resources to do so. Instead some smaller establishments have opted for niche markets 
increasingly providing a local slaughter facility service to farmers who sell their meat 
directly to the consumer, through farm shops, market stalls and farmers markets, while 
medium sized establishments may combine a mixture of work where in some cases the 
slaughter charge is paid by the producer or purchaser of the livestock. In the latter 
cases, the slaughtering business may be their only business and not part of a larger 
processing facility. 

 
9.12 The current charging arrangement tends to allocate relatively higher discounts to 

businesses with lower throughput compared to larger scale operators who may 
currently receive lower discounts. However, this is a tendency rather than a rule. Some 
large scale operators may receive relatively high discounts, and some low throughput 
establishments do not receive a discount, since the EU minimum charge exceeds the 
full cost of delivery of official controls at their establishment and they therefore pay the 
full cost charge. The proposals requires all establishments pay at least 10% of the full 
cost of delivery of meat official controls, while ensuring that the largest subsidies are 
directed to smaller establishments, and as the size of the establishment increases the 
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level of discount received on the marginal hours falls. The requirement for all 
establishments to pay at least 10% of the full cost of delivery of meat official controls 
could act as an incentive to industry to invest to maximise efficient use of official 
controls and encourage businesses to review their business agreement with FSA to 
reduce the resources required.  

 
9.13 The distribution on financial impact of the proposals across the sectors is analysed in 

Annex B1. In summary, the analysis shows that the distributional impact of the 
proposals has a disproportionate effect in some sectors for small and medium scale 
establishments. The analysis also shows that on average Poultry without PIA 
establishments face a reduction in discounts received, while the Red Meat sector 
appears to gain from the proposal. This is because under the current system the 
Poultry sector benefited proportionately more than the red meat sector compared with 
the system in place prior to 28 September 2009.  This was an unintended consequence 
that has only become apparent through the economic modelling carried out for the 
Steering Group.  Therefore, this redistribution from the Poultry without PIA sector to the 
Red Meat sector is a result of a relatively more equitable proposal. However, due to the 
relatively greater value of the ring-fenced pot in the proposal compared to the baseline, 
the overall financial impact for industry is positive. 

 
9.14 The proposal may have a greater impact on smaller slaughterhouses due to the 

element of the proposal that requires all establishments to pay a minimum of 10% of 
the full cost of delivery of inspection, which does not exist in the current system and 
establishments can receive discounts rates up to 100%. Smaller establishments may 
not be able to offset additional costs on a scale comparable with larger 
slaughterhouses. However, most small establishments currently receiving a discount of 
greater than 90% would likely move to the maximum discount rate of 90% under the 
proposal, amounting to only a small reduction in discount rate and correspondingly 
small increase in charges that we do not expect to significantly impact their operations.  

 
9.15 Overall, we recognise that the impact of the proposals will vary between individual 

establishments, and that some small and medium sized establishments are likely to 
experience a disproportionate effect. This impact is concentrated in the Poultry without 
PIA sector, which on average is negatively affected across size and country, this is due 
to the fact they receive disproportionately high levels of discount under the current 
system and would face a reduction in discount rates and corresponding increase in 
charges under the proposals. However, the relative increase in size of discount pot in 
the proposal results in an overall increase in discounts received by establishments 
across size, sector and country. We consider that the proposals are unlikely to affect 
significantly the ability of businesses to compete or affect their incentives to do so.  

 
. 
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Small and Micro Business Assessment 
 

9.16 For the purpose of this analysis business size is measured by meat hygiene inspection 
hours used, the total hours for the industry are split into 5 quintiles, identical to the 
distributional analysis (for explanation of quintiles see Annex B1 pp. 50). Those 
businesses falling into the 1st hours quintile are defined as Micro-sized businesses and 
businesses falling into the 2nd hours quintile are defined as Small-sized businesses.  

 
9.17 Under the preferred proposal (Option 2) 98% of Small and Micro-sized businesses 

would be affected, of these 58% would be positively affected and 40% negatively 
affected, with the remaining 2% unaffected. If we factor in sensitivity analysis so 
businesses considered “affected” by the proposal are only those businesses that 
experience a change in discount of greater than or less than 1%, the total percentage 
of businesses affected is 86%, of which 51% would be positively affected and 35% 
negatively affected. Once this sensitivity is widened to only consider businesses that 
experience a change in discount of greater than or less than 5% as “affected” by the 
proposal, the percentage of total businesses affected falls to 55%, of which 36% 
experience and increase in discount and 19% experience a decrease in discount. See 
Table 40 for a summary.  

 
Table 40 – Number of Small and Micro-sized Businesses Affected by Proposal Option 2 
 

    

Affected 
by an 

Increase in 
Discount 

Affected 
by a  

Decrease 
in 

Discount 

Total 
Affected 

Total Small 
and Micro-

sized 
Businesses 

Absolute 
Number of Businesses Affected 92 64 156 159 

Percentage 58% 40% 98%   

1% 
Sensitivity 

Number of Businesses Affected 81 55 136 159 

Percentage 51% 35% 86%   

5% 
Sensitivity 

Number of Businesses Affected 57 31 88 159 

Percentage 36% 19% 55%   

 
9.18 Under Option 3 98% of Small and Micro-sized businesses will be affected, with 57% 

realising an increase in discount received and 41% a decrease in discount received. 
Under the 1% sensitivity analysis 84% of Small and Micro-sized businesses will be 
affected, of which 48% would experience an increase in discount received and 36% a 
decrease. If this sensitivity analysis is broadened to the 5% level 63% of Small and 
Micro-sized businesses are affected, of these 39% experience an increase in discount 
received and 24% a decrease.  
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Table 41 – Number of Small and Micro-sized Businesses Affected by Proposal Option 3 
 

    

Affected 
by an 

Increase in 
Discount 

Affected 
by a  

Decrease 
in 

Discount 

Total 
Affected 

Total Small 
and Micro-

sized 
Businesses 

Absolute 
Number of Businesses Affected 91 65 156 159 

Percentage 57% 41% 98%   

1% 
Sensitivity 

Number of Businesses Affected 76 57 133 159 

Percentage 48% 36% 84%   

5% 
Sensitivity 

Number of Businesses Affected 62 38 100 159 

Percentage 39% 24% 63%   

 
9.19 Cutting premises have not been included in the above analysis because the nature of 

the official controls does not readily translate to this type of analysis.  The controls are 
risk based and so the size of the business does not necessarily provide a proportionate 
link between the controls delivered and the charges invoiced.  Therefore, they do not 
readily fall within the scope of the Small and micro business assessment. 

 
9.20 There are 903 cutting premises in GB.  The preferred discount proposal has been 

estimated to have an overall additional cost to the cutting sector of £75k for the whole 
of GB.  As a result of the controls at cutting premises being risk based, in line with the 
operation of the premises, the FBO can have much more impact on determining the 
level of controls and the charges than at premises that slaughter. 

 
9.21 The proposals have a new condition that all establishments must pay at least 10% of 

the full cost of the delivery of meat inspection, ensuring the highest discount rate is 
90%; this will have a negative impact on all businesses receiving a discount rate of 
greater than 90% in the current system. In the 1st and 2nd quintiles there are 39 
establishments, out of a possible 168, which are currently receiving a discount rate 
above 90% and will therefore be negatively impacted by the proposals. However, in 
financial terms the 1st quintile, on average, benefits as a result of the proposals, while 
the 2nd quintile, on average, is negatively impacted.  Under the preferred option the net 
impact on the 1st and 2nd quintile, in terms of discounts received, is positive. 

 
9.22 EU charging provisions require the competent authority, in setting fees, to take into 

consideration the interests of low throughput/small businesses.  The proposed 
discounting arrangements for premises that slaughter would have regard to small 
businesses.  The system of discount bands with levels of discount that reduce as more 
hours of FSA time are used would result in a high proportion of the time charges being 
discounted at a relatively high rate for small and micro businesses.   

 
9.23 The proposed discount system provides the highest levels of discount to those 

premises which use FSA resources at a low level.  While this is seen as a driver to 
promote the efficient use of those resources, it is also an inherent benefit to operators 
of small premises.  However, some smaller FBOs use a proportionately high level of 
resources for a number of reasons.  As a consequence, some SMEs would see their 
charges increase under the proposal.  For example a small slaughterhouse with official 
controls which currently cost £20k to provide may have a discount of 90% under the 
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current system and so be charged £2k.  If the overall level of discount were to change 
to 85% under the proposed system the charge to such a plant would increase to £3k. 

 
9.24 Some cutting premises are small businesses.  The cutting sector is very different to the 

slaughtering sector of the industry with FSA presence being limited to periodic risk 
based audit and unannounced inspections.  To this extent the level of charges to 
cutting premises are determined by the FBO’s degree of compliance.  This difference 
led Steering Group members to propose that the cutting sector should be treated 
differently to the slaughtering sector under the proposed new discount arrangements 
and that there should be no discounts, with charges invoiced at full cost. 

 
9.25 The absence of full time presence, which applies in most slaughterhouses, results in 

charges to cutting premises which are much lower than in slaughterhouses.  In 2013/14 
FSA charges to the 951 cutting plants totalled £0.6m, whereas charges to the 423 
slaughtering premises totalled £30.8m.  For the same year 5% of slaughterhouses 
were charged full cost compared with 67% of cutting premises.  The combination of 
these factors, and in particular the risk based nature of the controls, resulted in the 
Steering Group’s conclusion that discounts should not be provided to cutting premises. 

 
Sustainable development 
 

9.26 We have not identified any impacts resulting from the proposed option. 
 
Race/disability/gender equality 
 

9.27 We have not identified any impacts resulting from the proposed option. 
 
Rural proofing 
 

9.28 Many larger slaughterhouses are located on the outskirts of towns, and many cutting 
premises are in urban locations.  Smaller slaughterhouses may be more likely to be 
rural, as are game handling establishments.  The lack of consistency in the allocation 
of the current discounts would not result in a consistent impact on premises located in 
rural locations.  Some rural premises would be winners under the proposed new 
system of discounts just as some would be losers.  An inherent feature of the proposed 
discount system is that smaller premises would consistently receive proportionately 
higher levels of discount. 

 
9.29 The proposed system of discounts would deliver consistency and predictability for rural 

businesses.  Therefore, businesses planning to expand would have greater certainty 
about the impact of changes in their demand for FSA staff time to provide official 
controls.  The proposed system of banded discount rates, with only the marginal hours 
being discounted at the lower rate, means there is no “cliff edge” effect as FBOs 
increase their use of FSA staff time.   

 
9.30 The FSA does not charge directly for travel time.  The costs of travel are included in the 

calculation of the hourly rates and by this means the costs of travel are spread across 
the whole industry and do not fall disproportionately on smaller premises which may 
otherwise be the case.  The proposals for new discount arrangements would not make 
any changes to this. 
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Summary and preferred option with description of implementation plan 
 

9.31 Option 2 is the industry Steering Group’s preferred option for a new system of 
discounting charges for meat official controls.  It would promote efficiency, support 
improving compliance (within a de-regulatory remit); appropriately support Small and 
Medium Enterprises (SMEs), provide discount arrangements that seek to achieve a 
more balanced and a more equitable system. 

 
9.32 It is proposed that the new discounting arrangements would be implemented with effect 

from the start of the 2016/17 year.  This would provide time for FBOs to work with the 
FSA to explore ways to mitigate an estimated adverse financial impact as a result of 
the proposed new discounting arrangements.  In addition, the time after the 
consultation until 2016/17 would be used to develop the required new discounting and 
charging IT system. 

 

 




     

50 

 
 

ANNEX B1 
 

DISTRIBUTION OF IMPACT BETWEEN APPROVED SITES – ANALYSIS BY MEAT 
SECTOR AND SIZE OF SITE 

 
1. The distributional impact of proposals for reform of the discount system can be assessed in 

terms transfers between sectors based on the number of approved sites that stand to either 
gain or lose from the reforms; including nominal/ monetary impacts and changes in the 
share of discount pot allocations.  

 
2. At present there is no formal definition for size of a site. For the purpose of this analysis 

establishment size is measured using inspection hours, which has been used to group sites 
into quintiles across all affected sectors: Red Meat Slaughter (RSL), Non-PIA Poultry 
Slaughter  (PSL (Non-PIA), PIA Poultry Slaughter  (PSL (PIA)) and Game Handling 
Establishments (GHE). Quintiles divide a given range of data into five equal parts. Sites 
were ranked based on the number of inspector hours used, and divided into fifths, which 
were ordered from the lowest 20% in terms of inspector hours used (1st quintile) to the top 
20% (5th quintile). An illustrative example, using GHE, of how sites are assigned to their 
relative quintile groups is exhibited below in figure 1.  
 

 
Figure 1 – Example: GHEs ranked by inspection hours and grouped by quintiles 

 
 
Option 2: Sector Bands – A graduated system of discounts based on the principles of a 
progressive income tax system 
 

3. Table 1.A shows the number of sites that stand to gain or lose from the reforms as per 
Option 2. Distributional impacts are shown by plant size, sector, quintile and GB country 
(England, Wales and Scotland). Winners are defined as those plants that would realise an 
increase in discount rate under the reforms while the converse holds for losers.
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 Table 1A: GB Country – Number of Winners, Losers, No Change by Site, Sector and Size/ Quintile (Option 2) 
 

 

  

England   Wales   Scotland 

  

GHE 
PSL       

(Non-
PIA) 

PSL 
(PIA) 

RSL Total   GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL Total   GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL Total 

1st Quintile  

Winners 18 0 0 17 35   0 0 0 3 3   11 0 0 3 14 

Losers 9 4 0 11 24   0 0 0 0 0   4 0 0 2 6 

No Change 0 0 0 0 0   0 0 0 0 0   0 0 0 0 0 

Total 27 4 0 28 59   0 0 0 3 3   15 0 0 5 20 

2nd Quintile  

Winners 4 2 6 22 34   0 0 0 2 2   2 0 0 2 4 

Losers 2 5 0 19 26   0 1 0 4 5   0 0 0 3 3 

No Change 1 0 1 1 3   0 0 0 0 0   0 0 0 0 0 

Total 7 7 7 42 63   0 1 0 6 7   2 0 0 5 7 

3rd Quintile  

Winners 0 2 4 17 23   0 0 0 5 5   0 0 0 3 3 

Losers 4 9 1 23 37   0 1 0 2 3   1 1 0 1 3 

No Change 0 0 2 2 4   0 0 0 1 1   0 0 1 0 1 

Total 4 11 7 42 64   0 1 0 8 9   1 1 1 4 7 

4th Quintile  

Winners 0 0 4 34 38   0 0 0 4 4   0 0 1 4 5 

Losers 0 9 4 16 29   0 0 0 0 0   0 0 0 1 1 

No Change 0 0 0 1 1   0 0 0 0 0   0 0 0 2 2 

Total 0 9 8 51 68   0 0 0 4 4   0 0 1 7 8 

5th Quintile  

Winners 0 2 7 24 33   0 0 2 3 5   0 1 0 6 7 

Losers 0 9 4 15 28   0 0 0 0 0   0 0 0 0 0 

No Change 0 0 0 6 6   0 0 0 0 0   0 0 0 1 1 

Total 0 11 11 45 67   0 0 2 3 5   0 1 0 7 8 

Total 

Winners 22 6 21 114 163   0 0 2 17 19   13 1 1 18 33 

Losers 15 36 9 84 144   0 2 0 6 8   5 1 0 7 13 

No Change 1 0 3 10 14   0 0 0 1 1   0 0 1 3 4 

Total 38 42 33 208 321   0 2 2 24 28   18 2 2 28 50 
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4. Table 1.A is also illustrated graphically for England, Wales and Scotland in respective graphs 1.A, 
2.A and 3.A.  

 
Winners and Losers 
 
 
England  
 
The number of plants that seem to gain and lose from the reforms (under Option 2) appears to be heavily skewed 
towards the Red Meat (RSL) sector accounting approximately for a respective 70% and 58% of the total share of 
winners and losers across all sectors in England. However, compared to other sectors, Red Meat (RSL) is the 
largest in terms of number of approved sites. Within sectors the largest proportion of losers (approximately 86%) 
appears to fall within Non-PIA Poultry (PSL (Non-PIA)), while the converse holds for (PIA Poultry (PSL (Non-
PIA)), which has the largest share (approximately 64%) of winners.  

 
In terms of distributional impact on size of plant; medium sized sites that fall within the 3

rd
 Quintile, appears to 

have the largest share of plants across all sectors that stand to lose from the reforms. While the largest proportion 
of winners (approximately 56%) across sectors tends to be the micro/small-sized sites that fall within the 1

st
 

quintile. 
 
Wales 
 
There are no Game Handling Establishments (GHE) in Wales. For the Red Meat (RSL) sector the distributional 
impact is similar to that of England, where the number and share of winners and losers appears to be more 
heavily skewed towards this sector; accounting approximately for a respective 89% and 75% of the total share of 
winners and losers across all sectors in Wales. Like England, the Red Meat (RSL) sector is the largest in terms of 
number of approved sites. Within sectors the largest proportion of losers (100%) appears to fall within Non-PIA 
Poultry (PSL (Non-PIA)), while the converse holds for (PIA Poultry (PSL (Non-PIA)), which has the largest share 
(100%) of winners. However, each sector is small, each comprised of only two plants. 

 
In terms of distributional impact on size of plant; small sized sites that fall within the 2

nd
 Quintile, appears to have 

the largest share (approximately 71%) of plants across all sectors that stand to lose from the reforms. While the 
largest proportion of winners (approximately 100%) across sectors tends to be evenly distributed across micro/ 
small (1

st
 quintile), medium/large (4

th
 quintile) and large (5

th
 quintile) sized plants. However, sectors within these 

quintiles are made up of only a small number of plants (see Graph 2.A). 
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Graph 1.A – England: Number of Winners, Losers, No Change by Site, Sector and Size/ Quintile 

 
 
Graph 2.A – Wales*: Number of Winners, Losers, No Change by Site, Sector and Size/ Quintile 

 
* There are no Game Handling establishments (GHE) in Wales so they are not represented in Graph 2.A. 
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Winners and Losers 
 
 
Scotland  
 
The distributional impact for the Red Meat (RSL) sector is similar to that of England and Wales. The number of 
plants that seem to gain and lose from the reforms (under Option 2) also appears to be skewed towards the Red 
Meat (RSL) sector accounting approximately for a respective 55% and 54% of the total share of winners and losers 
across all sectors in Scotland. As in England and Wales, the Red Meat (RSL) sector is the largest in terms of 
number of approved sites. Within sectors the largest proportion of losers (approximately 50%) appears to fall within 
Non-PIA Poultry (PSL (Non-PIA)). In contrast, Game Handling (GHE) has the largest share (approximately 72%) of 
winners by sector.  
 
In terms of distributional impact on size of plant; small and medium sized sites that fall within the 2

nd
  and 3

rd
 

Quintiles, appear to have the largest share of plants across all sectors that stand to lose from the reforms. While the 
largest proportion of winners across sectors tends to be the large (approximately 88%) and micro/ small 
(approximately 70%) sized sites that fall respectively within the 5

th
  and 1

st
  quintiles 

 
 
Graph 3.A – Scotland: Number of Winners, Losers, No Change by Site, Sector and Size/ Quintile. 
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Nominal/ Monetary Impact – Redistribution of the Discount Pot (Option 2) 
 

5. Table 2.A shows the nominal/ monetary impact on discounts as a result of reforms as per Option 2. The values illustrate the nominal/ 
monetary and distributional impact of the change in discount received by each sector, split by size/quintile. However, the analysis only 
accounts for the absolute impact of the change, which ignores the relative financial position of a site. 

 
Table 2.A: GB – Absolute Change (Monetary Impact) in Discount by Sector and Size/Quintile (Option 2) 

 

England 

 

Wales 

 

Scotland 

 

GHE 
PSL (Non-

PIA) 
PSL 
(PIA) 

RSL 
  

PSL 
(Non-
PIA) 

PSL 
(PIA) 

RSL 

 

GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL 

1st Quintile  £7,000 -£800 £0 £2,700   £0 £0 £450 

 

£3,500 £0 £0 £270 

2nd Quintile  -£5,900 -£3,800 £5,600 £4,100   -£370 £0 £2,500 

 

£1,500 £0 £0 £730 

3rd Quintile  £41,800 -£46,700 £7,100 £9,300   -£5,400 £0 -£2,300 

 

-£1,500 -£1,600 £0 £2,700 

4th Quintile  £0 -£195,200 -£23,500 £135,800   £0 £0 £30,800 

 

£0 £0 £25,163 £59,900 

5th Quintile  £0 -£609,200 £60,400 £980,000   £0 £163,100 £287,200 

 

£0 £13,600 £0 £128,400 

 
Nominal/ Monetary Impact 

 
 
England  

 
In nominal/ monetary terms, losses tend to be skewed towards the Non-PIA Poultry sector (PSL (Non-PIA), which has a negative change in discount received across all 
plant size. By contrast the Red Meat sector (RSL) appears to make gains across all plant size. For medium sized plants, Game Handling Establishments (GHE) appears to 
be the worst impacted as a result of the proposal.  

 
Wales  

 
There are no Game Handling Establishments (GHE) in Wales. There are only small and small/medium sized Non-PIA Poultry (PSL (Non-PIA) plants in Wales, both of 
which have been negatively impacted by the reforms. Poultry plants with PIAs appear to be positively impacted consisting mainly of large plants. The Red Meat sector 
appears to have made gains across all plant size apart from medium size plants.  
 
Scotland  

  
Nominal gains appear to be heavily skewed towards the Red Meat and Poultry with PIA sector. Large Non-PIA Poultry and small Game Handling plants also realise an 
increase in discounts received. While medium sized Non-PIA Poultry and Game Handling plants experience losses as a result of the reforms. 
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Percentage Point Change (Option 2) as a Share of Total GB Discount Pot.  
 

6. Graphs 4.A, 5.A and 6.A show the percentage point change in share of total GB discount pot 
as a result of the reforms as per Option 2 for respective countries England, Wales and 
Scotland. Impacts are shown by sector. 
 

Percentage Point Change in Share of Total GB Discount Pot 
 

 
England  

 
In terms of share of discount pot received Non-PIA Poultry (PSL (Non-PIA)) plants are the worst impacted by the 
proposal, losing around a 5 percentage point share of the discount pot. In contrast the Red Meat sector realises 
the largest increase in share of the discount pot, at just under 3 percentage points. Both Poultry plants with PIA 
(PSL (PIA)) and the Game Handling (GHE) sector have changes of less than 0.3 percentage points (see Graph 
4.A). 
 
Wales  

 
The Non-PIA Poultry (PSL (Non-PIA)) sector is the only sector to realise a negative percentage point change in 
share of the total GB discount pot; while increases in share is skewed towards the Red Meat (RSL) sector. The 
Poultry with PIA (PSL (PIA)) sector is also positively impacted and receives an increased share of the discount pot 
in terms of percentage points (see Graph 5.A). 
 

 
Graph 4.A – England: Percentage Point Change in Share of GB Discount Pot, by sector. 
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Graph 5.A – Wales*: Percentage Point Change in Share of GB Discount Pot, by sector. 

 
* There are no Game Handling establishments (GHE) in Wales so they are not represented in Graph 2.A. 

 

 
Percentage Point Change in Share of Total GB Discount Pot 
 
 
 
Scotland 
 
The largest increase in percentage share of the total GB discount pot falls heavily on the Red Meat (RSL) 
sector, although changes across all sectors are relatively small at less than 1 percentage point. The Non-PIA 
Poultry (PSL (Non-PIA)) sector experiences a fall in percentage share of the total GB discount pot; while 
Poultry with PIA (PSL (PIA)) and Game Handling (GHE) sectors receive an increase in percentage share of 
the total GB discount pot. 
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Graph 6.A: Scotland – Percentage Point Change in Share of GB Discount Pot, by sector 

 
 

 

Estimated Percentage Change in Discount Received (Option 2) 
 
7. Graphs 7.A, 8.A and 9.A show the estimated percentage change in discounts received 

relative to 2013/14 as a result of the reforms as per Option 2 for respective countries 
England, Wales and Scotland. Impacts are shown by sector.  
 

 

Estimated Percentage Change in Discount Received 
 

 
England  
 
Across the sectors the percentage fall in discounts appears to fall more heavily on the Game Handling and Non-
PIA Poultry sectors. The Red Meat sector experiences the largest percentage increase in discounts (see Graph 
7.A). 
 
Wales  
 
The percentage increase in discounts received appears to be skewed towards the Poultry with PIA (PSL (PIA)) 
sector, with the only percentage decrease in discounts received falling on the Non-PIA Poultry sector (PSL (Non-
PIA)). 
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Graph 7.A: England – Estimated Percentage Change in Discount Received, by sector 

 
 
Graph 8.A: Wales*: – Estimated Percentage Change in Discount Received, by sector 
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* There are no Game Handling establishments (GHE) in Wales so they are not represented in Graph 2.A. 
 
Scotland – Estimated Percentage Change in Discount Received 
 

 
Scotland 
 
All sectors in Scotland appear to receive a percentage increase in discount received, with the increase heavily 
skewed towards the Poultry with PIA sector (PSL (PIA)). 

 

 
Graph 9.A: Scotland – Estimated Percentage Change in Discount Received, by sector 

 
 
 

Option 3: Unified Bands – A graduated system of discounts based on the principles of a 
progressive income tax system. 

 
8. Table 3.A shows the number of sites that stand to gain or lose from the reforms as per 

Option 3. Distributional impacts are shown by plant size, sector, quintile and GB country 
(England, Wales and Scotland). Winners are defined as those plants that would realise an 
increase in discount rate under the reforms while the converse holds for losers. 
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Table 3.A: England – Number of Winners, Losers and No Change by Site, Sector and Size/ Quintile (Option 3) 

 
 

  

England   Wales   Scotland 

  

GHE 
PSL       

(Non-
PIA) 

PSL 
(PIA) 

RSL Total   GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL Total   GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL Total 

1st Quintile  

Winners 24 0 0 14 38   0 0 0 3 3   13 0 0 3 16 

Losers 3 4 0 14 21   0 0 0 0 0   2 0 0 2 4 

No Change 0 0 0 0 0   0 0 0 0 0   0 0 0 0 0 

Total 27 4 0 28 59   0 0 0 3 3   15 0 0 5 20 

2nd Quintile  

Winners 4 2 5 17 28   0 0 0 2 2   2 0 0 2 4 

Losers 2 5 1 24 32   0 1 0 4 5   0 0 0 3 3 

No Change 1 0 1 1 3   0 0 0 0 0   0 0 0 0 0 

Total 7 7 7 42 63   0 1 0 6 7   2 0 0 5 7 

3rd Quintile  

Winners 1 0 4 17 22   0 0 0 4 4   1 0 0 3 4 

Losers 3 11 1 23 38   0 1 0 3 4   0 1 0 1 2 

No Change 0 0 2 2 4   0 0 0 1 1   0 0 1 0 1 

Total 4 11 7 42 64   0 1 0 8 9   1 1 1 4 7 

4th Quintile  

Winners 0 0 4 34 38   0 0 0 4 4   0 0 1 4 5 

Losers 0 9 4 16 29   0 0 0 0 0   0 0 0 1 1 

No Change 0 0 0 1 1   0 0 0 0 0   0 0 0 2 2 

Total 0 9 8 51 68   0 0 0 4 4   0 0 1 7 8 

5th Quintile  

Winners 0 2 7 27 36   0 0 2 3 5   0 1 0 6 7 

Losers 0 9 4 12 25   0 0 0 0 0   0 0 0 0 0 

No Change 0 0 0 6 6   0 0 0 0 0   0 0 0 1 1 

Total 0 11 11 45 67   0 0 2 3 5   0 1 0 7 8 

Total 

Winners 29 4 20 109 162   0 0 2 16 18   16 1 1 18 36 

Losers 8 38 10 89 145   0 2 0 7 9   2 1 0 7 10 

No Change 1 0 3 10 14   0 0 0 1 1   0 0 1 3 4 

Total 38 42 33 208 321   0 2 2 24 28   18 2 2 28 50 
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9. Table 3A is also illustrated graphically for England, Wales and Scotland in respective graphs 
10.A, 11.A and 12.A.  

 
Winners and Losers 
 
England  
 
The number of plants that seem to gain and lose from the reforms (under Option 3) appears to be heavily skewed 
towards the Red Meat (RSL) sector accounting approximately for a respective 67% and 61% of the total share of 
winners and losers across all sectors in England. However, compared to other sectors, Red Meat (RSL) is the 
largest in terms of number of approved sites. Within sectors the largest proportion of losers (approximately 90%) 
appears to fall within Non-PIA Poultry (PSL (Non-PIA)), while the converse holds for Game Handling (GHE), which 
has the largest share (approximately 76%) of winners.  
 
In terms of distributional impact on size of plant; medium sized sites that fall within the 3

rd
  Quintile, appears to 

have the largest share of plants across all sectors that stand to lose from the reforms. While the largest proportion 
of winners (approximately 64%) across sectors tends to be the micro/small-sized sites that fall within the 1st 
quintile. 
 
Wales 
 
There are no Game Handling Establishments (GHE) in Wales. For the Red Meat (RSL) sector the distributional 
impact is similar to that of England, where the number and share of winners and losers appears to be more 
heavily skewed towards this sector; accounting approximately for a respective 89% and 78% of the total share of 
winners and losers across all sectors in Wales. Like England, the Red Meat (RSL) sector is the largest. Within 
sectors the largest proportion of losers (100%) appears to fall within Non-PIA Poultry (PSL (Non-PIA)), while the 
converse holds for (PIA Poultry (PSL (Non-PIA)), which has the largest share (100%) of winners. However, each 
sector is small, each comprised of only two plant 
 
In terms of distributional impact on size of plant; small sized sites that fall within the 2

nd
 Quintile, appears to have 

the largest share (approximately 71%) of plants across all sectors that stand to lose from the reforms. While the 
largest proportion of winners (approximately 100%) across sectors tends to be evenly distributed across micro/ 
small (1

st 
quintile), medium/large (4

th
 quintile) and large (5

th
 quintile) sized plants. However, sectors within these 

quintiles are made up of only a small number of plants (see Graph 2.A). 
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Graph 10.A – England: Number of Winners, Losers, No Change by Site, Sector and Size/ Quintile. 

 
 
Graph 11.A – Wales*: Number of Winners, Losers, No Change by Site, Sector and Size/ Quintile. 

 
*There are no Game Handling establishments (GHE) in Wales so they are not represented in Graph 2.A. 
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Scotland – Winners and Losers 
 

Winners and Losers 
 
Scotland  
 
The distributional impact for the Red Meat (RSL) sector is similar to that of England and Wales. The number of 
plants that seem to gain and lose from the reforms (under Option 3) also appears to be skewed towards the Red 
Meat (RSL) sector accounting approximately for a respective 50% and 70% of the total share of winners and 
losers across all sectors in Scotland. As in England and Wales, the Red Meat (RSL) sector is the largest in terms 
of number of approved sites. Within sectors the largest proportion of losers (approximately 50%) appears to fall 
within Non-PIA Poultry (PSL (Non-PIA)). In contrast, Game Handling (GHE) has the largest share (approximately 
89%) of winners by sector.  

 
In terms of distributional impact on size of plant; small and medium sized sites that fall within the 2

nd
 and 3

rd
 

Quintiles, appear to have the largest share of plants across all sectors that stand to lose from the reforms. While 
the largest proportion of winners across sectors tends to be the large (approximately 88%) and micro/ small 
(approximately 80%) sized sites that fall respectively within the 5

th
 and 1

st
 quintiles. 

 

 
Graph 12.A – Scotland: Number of Winners, Losers, No Change by Site, Sector and Size/ Quintile. 
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Nominal/ Monetary Impact (Option 3) 
 

10. Table 4.A shows the nominal/ monetary impact on discounts as a result of reforms as per Option 3. The values illustrate the nominal/ 
monetary and distributional impact of the change in discount received by each sector, split by size/quintile. However, the analysis only 
accounts for the absolute impact of the change, which ignores the relative financial position of a site. 

 
Table 4.A: GB – Absolute Change (Monetary Impact) in Discount by Sector and Size/Quintile (Option 2) 

  England 

 

Wales   Scotland 

  
GHE 

PSL (Non-
PIA) 

PSL 
(PIA) 

RSL 
  

GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL 
  

GHE 
PSL 

(Non-
PIA) 

PSL 
(PIA) 

RSL 

1st Quintile  £8,900 -£1,700 £0 £1,500   £0 £0 £0 £400   £3,990 £0 £0 £50 

2nd Quintile  £3,400 -£8,800 £3,500 -£6,100   £0 -£1,300 £0 £1,100   £1,700 £0 £0 -£200 

3rd Quintile  -£2,200 -£70,500 £3,200 -£13,900   £0 -£7,600 £0 -£6,300   £9,600 -£3,200 £0 £2,400 

4th Quintile  £0 -£232,400 -£38,600 £132,200   £0 £0 £0 £32,600   £0 £0 £20,400 £59,400 

5th Quintile  £0 -£577,400 £36,700 £1,057,000   £0 £0 £156,300 £299,300   £0 £1,700 £0 £128,400 

 
 
England  

 
The nominal reduction in discount received appears to fall heavily on the Non-PIA Poultry sector across all plant sizes, while showing relatively large nominal increases in 
discounts for medium and medium/large sized Red Meat plants. Large Poultry with PIA plants also experience a nominal increase in discounts along with small and small/ 
medium Game Handling plants. Medium sized Game Handling and Red Meat plants appear to experience a nominal decrease in discounts. 
 
Wales  
 
Nominal reductions in discounts tend to fall more on the Non-PIA Poultry sector, while nominal increases appear to be received by large Poultry with PIA and Red Meat 
plants. Medium sized Red Meat plants realise a nominal decrease in discounts.   
 
Scotland  
 
Medium/large and large Poultry with PIA and Red Meat plants experience a nominal increase in discounts, while medium sized Non-PIA poultry plants receive a nominal 
decrease in discounts. Small to medium sized Game Handling plants appear to benefit from the reforms by realising nominal increase in discounts; observed for the first three 
quintiles. 
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Percentage Point Change (Option 3) as a Share of Total GB Discount Pot.  
 

11. Graphs 13.A, 14.A and 15.A show the percentage point change in share of total GB discount 
pot as a result of reforms as per Option 3 for respective countries England, Wales and 
Scotland. Impacts are shown by sector. 

 
Percentage Point Change in Share of Total GB Discount Pot 

 
England  
 
In terms of percentage share of total GB pot, the largest decrease in share falls heavily on the Non-PIA 
Poultry sector, while the largest rise in share is realised by the Red Meat sector (see Graph 13.A). 
 
Wales  
 
Both Poultry with PIA and Red Meat sectors appear to benefit from an increased share of the total GB 
discount pot, while the Non-PIA Poultry sector experiences a fall in their share of the pot. 

 
Graph 13.A – England: Percentage Point Change in Share of GB Discount Pot, by sector. 
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Graph 14.A – Wales*: Percentage Point Change in Share of GB Discount Pot, by sector. 

 
*There are no Game Handling establishments (GHE) in Wales so they are not represented in Graph 2.A. 

 

Percentage Point Change in Share of Total GB Discount Pot 
 
 
Scotland 
 
In terms of percentage point changes in share of the total GB discount pot, the increase in percentage share 
appears to fall heavily on the Red Meat sector; while the Non-PIA Poultry sector realises a fall (see Graph 
15.A). 
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Graph 15.A: Scotland – Percentage Point Change in Share of GB Discount Pot, by sector 

 
 
 

Estimated Percentage Change in Discount Received (Option 3) 
 
12. Graphs 16.A, 17.A and 18.A show the estimated percentage change in discounts received 

relative to 2013/14 as a result of the reforms as per Option 3 for respective countries 
England, Wales and Scotland. Impacts are shown by sector.  
 

Estimated Percentage Change in Discount Received 
 

 
England  
 
In terms of percentages change in discount received, the Game Handling and Non-PIA Poultry sectors 
experience decreases in discounts received, with losses falling more heavily on the Game Handling sector. The 
Red Meat sector appears to receive a percentage increase in discounts received. 
 
Wales  
 
There appears to be a significant transfer/ gain for the Poultry with PIA sector as a result of Option 3. The sector 
experienced an increase in discounts received of over a 160%; while the Red Meat sector experienced a 
relatively more modest increase. 
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Graph 16.A: England – Estimated Percentage Change in Discount Received, by sector 

 
 
 
 
Graph 17.A: Wales*– Estimated Percentage Change in Discount Received, by sector 

 
*There are no Game Handling establishments (GHE) in Wales so they are not represented in Graph 2.A. 
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Scotland – Estimated Percentage Change in Discount Received 
 

 
Scotland 
 

Both Poultry with PIA
1
 and Red Meat sectors receive a percentage increase in discounts; falling more heavily 

on the latter.  
 

 
Graph 18.A: Scotland – Estimated Percentage Change in discount received, by sector 

 
 
 

                                            
1
 There are only two PIA Poultry plants in Scotland 
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    ANNEX D 
 
 
 
 
 

Consultation Response Form 

Consultation closing date: 31 May 2015 

Your comments must reach us by that date 

 

 

 

Official Controls Charges in Meat 
Premises: A Proposal for a New 
Discount System 
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If you would prefer to respond online to this consultation please use the following 
link: https://www.surveymonkey.com/s/meat-controls 

This consultation seeks views on our proposals to reform the meat industry discount 
system.  

Respondents Information 
 

 

Name: 
 

 

Please tick if you are responding on behalf of your organisation. 
 

 

 

Name of Organisation (if applicable): 
 

 

Address: 

 

 

Please mark the box that best describes you as a respondent. If 'Other', please specify in 
the box below. Food Business Operator (FBO) 
 

   

 

Individual 
   

 

FBO of Medium 
business  
(50-250 staff) 

   

 

Other 

   

 

FBO of Micro business 
(0-10 staff)    

 

FBO of Large business  
(over 250 staff)  

 

  
 

 

FBO of Small business 
 (11-49 staff)   

 

 

Industry representative  

 

 

Please specify if other: 

 

 

 

https://www.surveymonkey.com/s/meat-controls
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If you are responding on behalf of an organisation as an industry representative, please 
explain how the views of the members of that organisation were assembled (eg how you 
consulted the group(s), the size of the group(s) and the type(s) of stakeholder you 
represent): 

 
Please mark the box(es) to indicate which sector of industry best describes your interest in 
the consultation. 
 

 

 
 

 

Red Meat  
 

 
 

 

Poultry (with PIAs) 

 

 
 

 

Poultry 
 

 
 

 

Game Handling Establishment  

 

 
 

 

On farm slaughter1 
 

 
 

 

Cutting 

 

CONSULTATION BACKGROUND 
 

In September 2012  the FSA Board asked the meat industry to work with the FSA to 
develop a meat industry discount system that promotes efficiency, supports improving 
compliance (within a de-regulatory remit), appropriately supports Small and Medium 
Enterprises (SMEs) and provides a balanced discount arrangement that seeks to 
achieve a more balanced and more equitable system. 
 
Industry representatives from the production and processing sectors were invited to 
form the Steering Group on Meat Charging (“Steering Group”) under an independent 
Chair – Bill Stow.  He is also the Chair of Sustrans, which is a leading UK charity for 
sustainable transport, and was formerly a Board member of the Department for 
Environment, Food and Rural Affairs and its Director General for Strategy, Evidence 
and Finance.  The Steering Group consisted of 15 representatives from across the 
sectors, the Chair and a FSA Board member. 
 
With effect from 1 April 2015 official controls in Scotland will be delivered by Food 
Standards Scotland (FSS).  FSS has developed its own proposals for charging which 
have been subject to stakeholder consultation. 

  

                                            
1
 On farm slaughter is defined as slaughter of farmed game, poultry and bison at an approved place of origin. 
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The proposals of the Steering Group on Meat Charging have been under development 
since August 2013.  Throughout the period since then the proposals, policy creation, 
economic and financial modelling, have been developed on the basis of the UK as a 
whole.  Consequently the data in this consultation covers the whole of the UK.  The 
FSA is working on the assumption that FSS will introduce its own proposals in Scotland 
with effect from 1 April 2015.  The relevant aspects of the responses to this 
consultation will be passed to FSS for consideration.  The discount reform changes 
subject to this consultation which are proposed for implementation from 29 March 2016 
would only apply to England, Wales and Northern Ireland.  A separate simultaneous 
consultation is being held in Northern Ireland. 

 
The Steering Group proposed and assessed the impact of a number of options for 
changes to the method used to allocate discounts.  The Steering Group arrived at a 
broad consensus in July 2014, and a proposal was presented in a report to the FSA 
Board at its September 2014 meeting by the Chair of the Steering Group.  This is the 
public consultation approved by the Board on the following proposals: 

 
a. the implementation of a new discount system on charges for official controls. 
 
b. that discounts should be applied based on usage of FSA staff time with the level of 

discount reducing as more hours are utilised. 
 
c. there should be a supplementary discount for slaughterhouses employing Plant 

Inspection Assistants to carry out official controls. 
 
d. that discounts should not be applied to cutting premises. 
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PROPOSALS FOR SLAUGHTERHOUSES, GAME HANDLING 
ESTABLISHMENTS AND ON FARM SLAUGHTER FACILITIES 

Setting of Bands (see consultation paragraphs 31 to 33) – questions for all 
stakeholders 

1. The proposal is that discount rates should be applied under a system comparable to a 
progressive income tax. Discounts received by establishments are applied in six bands, 
with the discount rate received decreasing as the use of FSA inspection hours 
increases. Do you agree with this approach? See diagram below for example illustration 
of the system2. 

 

  
 

 

Strongly agree 
  

 

 

Agree 
  

 

 Neither agree or 
disagree 

 
 

 

 

Disagree 
 

 
 

 

Strongly disagree 
  

 
 

If you disagree, please explain what effect you think this would have on your business in 
terms of resources, staff, costs, etc. in the comments box below. 

 

                                            
2
 Note: the discount rates given for each band in the illustrated example do not reflect what actual discount 

rates would be in the proposal; these are simply illustrative examples to demonstrate how the banding system 
works.  All charging is subject to EU minimum charging compliance. 
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Comments: 
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2. It is proposed that the FSA introduces separate sector specific discount bands for red 
meat slaughter and on farm slaughter facilities; poultry slaughter; and game handling 
establishments. Do you agree?  

 

 

Strongly agree 
 

 
 

 

Agree 
 

 
 

 Neither agree or 
disagree 

 
 

 

 

Disagree 
 

 
 

 

Strongly disagree 
  

 

If you disagree please explain why, for example, the effect you believe the proposal would 
have on your business, and why this is the case in the comments box. Please add any 
alternative options you feel would be more suitable. 
 

 

Comments: 

 

 
  



 

www.food.gov.uk 

 
 
 

8 
 

Application of Bands (see consultation paragraph 34 to 42) – questions for all 
stakeholders 

3. Which option do you prefer for the apportionment of discount bands during the year?  

 Option 1: one twelfth of each band made available each charge period with no carry 
forward; or  

 Option 2: a cumulative allocation of hours in each band to be applied against the 
cumulative hours for the financial year? Unused hours bands are carried forward to 
the next charge period until the end of the FSA financial year.  

  
 

 

Option 1 
  

 

 

Option 2 
  

 

 

Not sure 

 

Please give the reasons for your choice in the comments box. 
 

 

Comments: 
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4. It is proposed that any credit adjustments to hours previously invoiced will be 
discounted at the rate that applied to the original charge.  Any hours adjustments 
requiring an additional charge, for a prior period, will be discounted at the rate 
applicable to the month the transaction is processed.  Do you agree?  

 

  
 

 

Strongly agree 
  

 

 

Agree 
  

 

 Neither agree or 
disagree 

 
 

 

 

Disagree 
 

 
 

 

Strongly disagree 
  

 

If you disagree please explain why, for example, the effect you believe the proposal would 
have on your business, and why this is the case in the comments box. 
 

 

Comments: 
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Hierarchy of Hours (see consultation paragraphs 43 to 45) – question for all 
stakeholders 
 
5. The proposed order in which hours will be applied against the discount is 

shown below: 

*Overtime charges for OVs in GB can only apply to those OVs who are directly employed 
by the FSA. 

**where applicable for the PIA extra discount. 

Do you agree?  

 
 

 

 

Strongly agree 
 

 
 

 

Agree 
 

 
 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree please explain why, for example, what effect the proposal would have on 
resources, staff, costs etc. and why this is the case in the comments box below. 

 

Comments: 

 

Stage of discount 

OV 
single 
time 

OV 
time & 

a half* 

OV 
double 

time*  

MHI 
single 
time 

 

MHI 
time & 
a half 

 

MHI 
double 

time 

 

PIA 
time** 

1 2 3 4 5 6 7 
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Setting and Review of Bands (see consultation paragraphs 46 to 47) – question for all 
stakeholders 

6. It is proposed that the discount bands will be set for 2016/17 and notified to FBOs 
before the start of the financial year.  The discount bands will then be reassessed 
annually (to ensure as far as possible that the available discount pot is distributed to 
industry), or if there is a change to the hourly rate charges, whichever is the sooner, 
and advised to FBOs before implementation. Do you agree?  

   

 

Strongly agree 
   

 

Agree 
  

 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please explain why, for example what effect the proposal would have to 
your costs, resources, etc. and why that is the case in the comments box. 
 

 

Comments: 
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CUTTING PREMISES (see consultation paragraphs 48 to 49) – question for all 
stakeholders 

7. It is proposed that official controls at cutting premises should be charged on a full cost 
basis.  This would mean cutting premises would cease to receive a discount from 28 
March 2016. Do you agree? 

   

 

Strongly agree 
   

 

Agree 
  

 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please use the comments box to express what discount you suggest and 
the basis of your suggestion. 
 

 

Comments: 
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EU MINIMUM COMPLIANCE 

Proposal for Timing of EU Minimum Compliance Charges (see consultation 
paragraphs 50 to 52) – question for all stakeholders 

8. It is proposed to apply the EU minimum charging compliance requirement by 
incorporating this calculation in the monthly invoice. Do you agree?  

 
 

 

 

Strongly agree 
 

 
 

 

Agree 
 

 
 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please explain why and suggest an alternative method to ensure FBOs are 
EU minimum compliant in the comments box below. 
 

 

Comments: 
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PROPOSED IMPLEMENTATION – DATE AND DATA (see consultation paragraphs 53 
to 54) – questions for all stakeholders 

9. The proposed implementation date for the change to the discount system is 28 March 
2016; do you agree that this implementation date allows FBOs sufficient time to work 
with the FSA (e.g. by contacting local FSA management to discuss the changes and 
Statement of Resources review meetings) to adjust to the new arrangements in the most 
efficient way possible?  

   

 

Strongly agree 
   

 

Agree 
  

 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please explain why, for example, what effect it may have on resources, 
staff, costs etc. and why this is the case in the comments box. 
 

 

Comments: 
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10. It is proposed that discount bands should be set every year using data for the prior 12 
month period between November and October?  For example, for the 2016/17 financial 
year discount bands would be set using data for the period November 2014 to October 
2015. Do you agree? 

 

   

 

Strongly agree 
   

 

Agree 
  

 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please explain why and suggest an alternative method/data set in the 
comments box. 
 

 

Comments: 
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CHARGEABLE ALLOWANCES (see consultation paragraph 55 to 58) – questions for 
all stakeholders 

11. It is proposed to move from person specific chargeable allowances to a standard 
charge for chargeable allowances (e.g. shift allowance) from 2016/17.  Do you agree?  

   

 

Strongly agree 
   

 

Agree 
  

 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please explain why, for example, what effect it may have on costs, 
resources etc., and why this is the case in the comment box below. 
 

 

Comments: 
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12. It is proposed that such chargeable allowances, when incurred, are discounted at 
50%, subject to EU minimum compliance. Do you agree? 

  
 

 

Strongly agree 
  

 

 

Agree 
  

 

 Neither agree or 
disagree 

   

 

Disagree 
   

 

Strongly disagree 
  

 

If you disagree, please explain why, for example, what effect it may have on resources, 
staff, costs etc., why this is the case and any alternative suggestions you have in the 
comments box below. 
 

 

Comments: 
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New Food Business Operators (see consultation paragraphs 59 to 60) – question for 
all stakeholders 
 
13. It is proposed that for any change of ownership, where the approval number is 

unchanged, the establishment will continue using the remaining discount allocation for 
the remainder of the financial year.  However, where a new approval number is issued 
the discount process will be reset. Do you agree?  

 

 
 

 

 

Strongly agree 
 

 
 

 

 

Agree 
 

 
 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please explain why in the comments box below. 
 

 

Comments: 
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IMPACT ASSESSMENT DATA (see Impact Assessment) – question for all 
stakeholders 

14. Do you agree that the figures used in the Impact Assessment are appropriate to reflect 
the industry familiarisation costs and benefits?  

   

 

Strongly agree 
   

 

Agree 
  

 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please explain why and suggest an alternative cost in the comments box. 
 

 

Comments: 
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15. Do you agree the estimate in the Impact Assessment is accurate in reflecting the impact 
of the proposal as to where costs / benefits will fall? 

   

 

Strongly agree 
   

 

Agree 
  

 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please explain why and the impact you feel it will have on suppliers in the 
comments box below. 

 

Comments: 
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PLANT INSPECTION ASSISTANTS – if you are not the operator of a poultry or rabbit 
slaughterhouse, questions 16 to 21 can be omitted – please turn to question 22 
which is a question for all consultees. 

 

FBOs using a PIA System (see consultation paragraphs 61 to 82) 

16. If you are an FBO of a poultry or rabbit slaughterhouse that does not currently have a 
PIA system in operation would you be interested in taking up this option? 

 
 

 

 

Yes 
 

 
 

 

No 
   

 Neither agree or 
disagree 

 

17. Do you agree that FBOs using a PIA system should receive an extra discount for 
every PIA hour of official controls?  

 
 

 

 

Strongly agree 
 

 
 

 

Agree 
 

 
 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please explain why and the effect this may have in the comments box 
below. 

 

 

Comments: 
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18. Do you agree that any extra PIA discount for PIA hours relating to FSA staff TUPE’d3 

to the FBO from the FSA should be based on the difference between the FBO’s 
discounted MHI cost and the direct cost to the FSA of an MHI hour? Calculated as 
follows: 

Hourly TUPE’d PIA Discount = Hourly Direct Cost of MHI – Hourly Discounted MHI Cost 

 

   

 

Strongly agree 
   

 

Agree 
  

 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

If you disagree, please explain why, for example, what the effect may be on resources, 
staff, costs etc., and why this is the case with any alternative suggestions in the comment 
box below. 

 

Comments: 

 

 

  

                                            
3
 TUPE refers to the Transfer of Undertakings (Protection of Employment) Regulations 2006, as amended in 

2014, which covers employees’ terms, conditions and rights with regards to service provision changes.  
Further information on TUPE is available from 
www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-
on-the-transfer-of-an-undertaking.pdf 

http://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-on-the-transfer-of-an-undertaking.pdf
http://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275252/bis-14-502-employment-rights-on-the-transfer-of-an-undertaking.pdf
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19. Do you agree that any extra PIA discount for staff directly resourced by the FBO or 
currently employed on PIA duties should be based on the difference between the 
FBO’s discounted MHI cost and the PIA rate (weighted average based on gross salary 
+ 25% for FBO overheads) per hour?  25% is proposed to take account of FBO 
overheads because this is the percentage applied under current discounting 
arrangements. This would be calculated as follows: 

Hourly Rate used in PIA Discount Calculation = Weighted Average Hourly PIA Rate – Hourly 
Discounted MHI Cost 

 
 

 

 

Strongly agree 
 

 
 

 

Agree 
 

 
 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

 

If you disagree, please explain why, for example, what the effect may be on resources, 
staff, costs etc. and why this is the case, with any alternative suggestions in the comment 
box below. 

 
 

 

Comments: 
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20. Do you agree that any extra PIA discount for PIA hours relating to FSA staff TUPE’d to 
the FBO should be based on the difference between the FBO’s discounted MHI cost 
and the direct cost to the FSA of an MHI hour for a maximum of three years4, from 
transfer, then reverting to the PIA discount for FBO resourced PIAs?  

 

  
 

 

Strongly agree 
  

 

 

Agree 
  

 

 Neither agree or 
disagree 

 
 

 

 

Disagree 
 

 
 

 

Strongly disagree 
  

 
If you disagree, please explain why, for example, what the effect may be on resources, 
staff, costs etc. and why this is the case, with any alternative suggestions in the comment 
box below. 
 

 

Comments: 

 

 
  

                                            
4
 This period only relates to the discount calculation and does not imply TUPE only applies for three years. 
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PIA Data Provision (see consultation paragraphs 80 to 82) 

21. Do you agree that FBOs receiving an additional discount from using a PIA system 
should return data by the published deadline and that any data being received after 
that deadline be excluded from the invoice calculations completely?   

   

 

Strongly agree 
   

 

Agree 
  

 

 Neither agree or 
disagree 

  
 

 

Disagree 
  

 

 

Strongly disagree 
  

If you disagree, please explain why, for example, what the effect may be on resources, 
staff, costs etc. and why this is the case, with any alternative suggestions in the comment 
box below. 

 

Comments: 
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Question for all stakeholders 

22. Would you be prepared to be contacted by FSA staff to clarify any of the responses 
you have made? If you are prepared to be contacted please provide contact details 
below 

   

 

Yes 
   

 

No 

 

Contact details: 
 

 

Thank you for taking the time to let us have your views. We do not intend to acknowledge 
individual responses unless you place an 'X' in the box below. 

 

Please acknowledge this reply. 
 

 

 

E-mail address for acknowledgement: 
 

 

All Food Standards Agency public consultations are required to meet the Cabinet Office 
Principles on Consultation 

The key Consultation Principles are: 

 departments will follow a range of timescales rather than defaulting to a 12-week 
period, particularly where extensive engagement has occurred before 

 departments will need to give more thought to how they engage with and use real 
discussion with affected parties and experts as well as the expertise of civil service 
learning to make well informed decisions  

 departments should explain what responses they have received and how these have 
been used in formulating policy 

 consultation should be ‘digital by default’, but other forms should be used where 
these are needed to reach the groups affected by a policy 

 the principles of the Compact between government and the voluntary and community 
sector will continue to be respected 

If you have any comments on how Food Standards Agency consultations are conducted, 
please contact Food Standards Agency Consultation Co-ordinator, Room 2B, Aviation 
House, 125 Kingsway, London, WC2B 6NH. Tel: 020 7276 8308. 
 
Thank you for taking time to respond to this consultation. 
Completed responses should be sent to the address shown before 31 May 2015 
Send by post to: Room 109, Foss House, Peasholme Green, York YO1 7PR 
Send by e-mail to: discount.consultation@foodstandards.gsi.gov.uk 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/255180/Consultation-Principles-Oct-2013.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/255180/Consultation-Principles-Oct-2013.pdf
mailto:discount.consultation@foodstandards.gsi.gov.uk

